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A SURVEY  OF  THE  MEASURES  OF  THE 
ABILITY  OF  SCHOOL  DISTRICTS 
TO  SUPPORT  SCHOOLS 


CHAPTER  I 

INTRODUCTION 

How  may  the  ability,  or  faculty,  of  each  school  district  in  a 
state  to  support  schools  be  determined  ? This  is  a serious  problem, 
for  each  year  many  millions  of  dollars  of  state  school  funds  are 
distributed  on  the  basis  of  some  measurement  of  the  ability  of 
each  school  district’s  ability  to  support  schools.  Serious  injus- 
tice in  the  distribution  of  state  school  funds  may  result  if  the 
measures  of  ability  of  school  districts  to  support  schools  are  not 
substantially  accurate.  This  monograph  has  been  prepared  as 
the  outgrowth  of  a study  of  the  various  measures  of  the  ability 
of  school  districts  to  support  schools. 

BACKGROUND  OF  THE  PROBLEM 

That  state  school  funds  should  be  used  to  increase  the  equality 
of  educational  opportunity  for  all  the  children  in  the  state  is  an 
accepted  principle  of  public  school  finance.  This  theory  is  simple 
in  statement,  but  it  is  not  so  simple  in  operation. 

Three  types  of  general  methods  have  been  used  in  distributing 
state  school  funds.  Under  the  simplest  type  of  method,  state 
school  funds  are  distributed  according  to  some  numerical  meas- 
ure, such  as  the  number  of  pupils  enrolled  or  the  number  of 
teachers  employed,  but  a measure  which  does  not  take  into  con- 
sideration the  relative  ability  of  the  school  districts  to  support 
schools.  In  each  of  the  other  two  types  of  methods,  the  extent 
of  the  educational  program  needed  by  the  districts  and  the  ability 
of  the  districts  to  support  schools  are  considered  in  distributing 
state  school  funds.  In  both  the  second  and  third  types,  common- 
ly called  the  large-fund  plan  and  the  small-fund  plan  respectively, 
a minimum  program  of  education  for  the  entire  state  is  formu- 
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lated.  The  cost  of  the  minimum  educational  program  is 
expressed  in  terms  of  cost  per  pupil  unit  or  teacher  unit,  or  some 
other  similar  measure.  Under  the  large-fund  plan  the  state  pays 
the  entire  cost  of  the  minimum  program  of  education.  The 
principal  objection  to  the  large-fund  plan  is  that  a large  state 
school  fund  is  required  for  its  operation.  Under  the  third,  or 
small-fund  plan,  the  local  school  districts  all  contribute  the  same 
proportionate  amount  according  to  the  ability  of  each  school 
district  toward  the  cost  of  the  minimum  state  program  of  educa- 
tion. The  local  contribution  is  usually  expressed  in  terms  of  a 
tax  levy  on  the  property  tax  base  of  each  school  district.  Con- 
necticut, however,  divides  the  towns  into  fourteen  classes  accord- 
ing to  the  total  amount  of  revenues  raised  from  taxes,  and 
reduces  the  amount  of  state  school  aid  as  the  amount  of  local 
revenue  increases.1  In  all  cases  under  the  small-fund  plan,  the 
amount  of  state  school  funds  is  decreased  as  the  ability  of  the 
districts  to  support  schools  increases. 

The  small-fund  plan  for  distributing  state  school  funds  is  the 
method  most  favored  under  present  conditions  by  students  of 
school  finance.2  It  is  a plan  whereby  a relatively  small  state 
school  fund  can  be  made  to  effect  a high  degree  of  equalization 
of  educational  opportunity  throughout  a state. 

If  the  measures  of  the  ability3  of  the  school  districts  in  a state 
to  support  schools  are  not  accurate  and  uniform,  serious  inequal- 
ities in  the  distribution  of  the  state  funds  may  result  as  is  shown 
in  the  following  illustration.  In  Missouri,  the  state  minimum 
program  of  education  is  expressed  in  terms  of  cost  per  teacher- 
unit.  The  teacher  unit  for  the  elementary  grades  is  one  teacher 
and  approximately  thirty-two  pupils  in  average  daily  attendance 
and  costing  $750.  The  minimum  program  of  education  for  a 
district  having  an  assessed  valuation  of  $100,000  and  which  is 
entitled  to  one  elementary  teacher-unit  is  financed  as  follows : 

1 Connecticut  Laws  Relating  to  Education,  1931,  Sec.  201. 

2 The  small-fund  plan  has  been  recommended  since  1926  in  surveys  of  state 
school  finance  In  New  York,  Missouri,  Tennessee,  Arkansas,  Colorado,  Indiana, 
Ohio,  Pennsylvania,  and  Michigan. 

3 The  total  property  assessment  is  only  one  measure  of  the  ability  or  faculty 
of  school  districts  to  support  schools.  Other  measures,  or  at  least  indices,  of  the 
ability  of  districts  discussed  in  this  monograph  are  population,  total  receipts  from 
local  taxes,  and  index  measures  based  on  a combination  of  two  measures  of  eco- 
nomic ability — total  income  assessments  and  property  assessments. 
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the  local  contribution  is  a tax  of  20  cents  on  each  $100  assessed 
valuation,  total  $200;  county,  township,  and  other  funds  amount 
to  about  $80;  and  the  difference  between  $750  and  $200  plus 
$80  or  $470  is  appropriated  from  state  funds.  If  the  assessor 
were  to  reduce  the  assessed  valuation  for  this  district  by  50  per 
cent,  the  local  contribution  would  be  decreased  by  $100  and  that 
amount  would  be  added  to  the  equalization  quota  received  from 
the  state  funds.  It  is  not  rare  to  find  differences  of  50  per  cent 
in  the  rates  of  assessed  to  true  value  among  districts.  The 
measurement  of  the  ability  of  school  districts  should  be  either 
uniformly  accurate  or  machinery  should  be  provided  to  detect  and 
remedy  the  inequalities  in  the  measurements.  If  these  conditions 
do  not  prevail,  more  or  less  serious  inequalities  in  the  distribu- 
tion of  state  school  funds  under  the  small-fund  plan  must  be 
the  result. 

Measures  of  economic  ability  of  districts  other  than  total 
property  have  been  proposed.  A condition  for  their  successful 
use  is  that  the  measure  of  economic  ability  or  faculty  secured 
must  be  reasonably  accurate  for  all  school  districts  in  the  state. 

THE  PROBLEM  AND  ITS  DELIMITATION 

The  problem  of  this  study  is  to  discover  and  to  analyze  and 
evaluate  from  the  administrative  standpoint  the  possible  meas- 
ures of  the  ablity,  or  faculty,  of  each  of  the  school  districts  in 
a state  to  support  schools. 

The  scope  of  this  study  has  been  limited  largely  to  compiling 
and  evaluating  the  data  needed  by  school  administrators  con- 
cerning various  measures  of  the  ability,  or  faculty,  of  school 
districts  to  support  schools.  School  administrators  need  such 
information  concerning  measures  of  ability  as : what  the  measure 
is,  the  factors  upon  which  it  is  based,  where  it  has  been  used, 
the  results  obtained  through  its  use,  the  administrative  machinery 
needed  for  its  use,  the  administrative  problems  involved  in  its 
use,  cost  data,  changes  in  laws  needed  to  permit  its  use,  and  the 
accuracy  and  reliability  of  the  measures  derived.  School  admin- 
istrators are  directly  concerned  with  the  administration  and  the 
results  produced  by  the  measures  of  ability  of  school  districts 
to  support  schools.  The  economic  implications  of  the  measures 
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are  of  interest  to  the  school  administrator  but  not  so  directly  and 
to  the  same  extent  as  are  the  administrative  problems.  Further- 
more, many  of  the  economic  implications  have  been  studied  and 
the  findings  are  known  and  accepted.  Although  the  administra- 
tive problems  are  stressed,  the  economic  phases  are  not  entirely 
ignored. 

Much  more  time  and  space  has  been  devoted  in  this  study  to 
the  property  tax  assessment  measure  of  ability  to  support  schools 
than  to  any  other  measure.  This  emphasis  on  the  property  tax 
assessment  measure  is  justifiable.1  It  is  the  most  commonly  used 
measure  of  the  ability  of  school  districts  to  support  schools.  It 
influences  the  maintenance  of  schools  in  other  ways.  In  1929, 
there  was  raised  in  the  United  States  from  property  taxes 
$4,906,024,000  of  which  amount  $4,446,940,000  was  collected  by 
local  governmental  bodies.  The  total  amount  of  revenue  collected 
by  the  local  governments  was  $5,01 7, 789, 000. 2 These  data 
indicate  that  only  approximately  11  per  cent  of  all  local  revenues 
came  from  sources  other  than  the  property  tax.  “Approximately 
83  per  cent  of  public  elementary  and  secondary  school  revenue 
comes  from  taxes  levied  in  local  jurisdictions.”3 * * * * 8  The  problem  of 
listing  and  appraising  property  for  tax  purposes,  commonly 
called  assessing,  is  a very  complex  one.  The  complexity  of  the 
problems  involved  in  assessing  and  the  wide  use  made  of  total 
assessed  valuations  justify  the  spending  of  much  more  time  and 
space  on  the  property  assessment  measure  than  on  any  other 
measure  of  the  ability  of  school  districts  to  support  schools. 


1 Some  students  of  government  and  economics  may  criticise  school  men  for  at- 

tempting to  study  tax  problems.  Such  criticisms  can  be  justified  only  if  the 

studies  made  are  unworthy.  In  the  past,  students  of  school  finance  have  not  given 

sufficient  time  and  effort  to  the  study  of  the  problems  of  taxation.  Schools  con- 

sume in  the  neighborhood  of  one-fourth  of  the  total  revenues  collected  in 
the  United  States.  Data  for  1928  shows  that  out  of  $9,288,845,000  collected 
from  taxes  in  the  United  States  $2,448,633,561,  or  26  per  cent,  was  spent  for 
public  primary,  secondary,  and  collegiate  institutions.  The  persons  charged  with 
the  expenditure  of  this  enormous  sum  should  give  some  attention  to  how  it  is 
raised.  This  does  not  mean  that  the  school  people  should  attempt  to  assume  any 
of  the  duties  of  the  state  and  local  revenue  departments.  It  does  mean  that  all 
educational  programs  should  be  based  on  sound  public  finance  policies. 

Statistical  data  from:  Investing  in  Public  Education,  National  Educational 
Association,  Research  Bulletin,  Vol.  VIII,  No.  4,  1930,  p.  190. 

a Facts  on  School  Costs,  National  Educational  Association,  Research  Bulletin, 
Vol.  X,  No.  5,  1932,  pp.  214-215. 

8 Ibid. 


Introduction 


13 


Property  assessments  are  not  claimed  to  be  the  ideal  measure 
of  school  districts  to  support  schools.  There  are  sources  of  tax- 
paying  ability  other  than  those  represented  by  property  valua- 
tions which  are  inadequately  reached  by  property  taxes.  Further 
discussion  of  the  merits  of  the  property  tax  need  not  be  entered 
into  here.  It  is  sufficient  to  say  that  the  property  tax  base, 
commonly  called  the  total  assessed  valuation,  is  now  being  used 
and  probably  will  continue  to  be  used  as  a measure  of  the  ability 
of  school  districts  to  support  schools. 

An  attempt  has  been  made  in  the  study  of  the  total  property 
assessment  measure  of  the  ability  of  school  districts  to  support 
schools  to  discover,  collate,  and  to  evaluate  critically  the  adminis- 
trative organizations,  methods,  and  techniques  used  or  proposed 
for  use  in  determining  the  amount  of  taxable  wealth  in  each  and 
every  school  district  in  the  state.  The  technique  and  measures 
used  for  determining  the  total  value  of  taxable  property  in  each 
school  district  must  be  reasonably  adequate,  reliable,  and  just 
to  all  districts.  As  long  as  the  property  tax  is  used,  it  should 
be  administered  as  efficiently  as  possible.  Little  direct  attention 
is  given  in  this  monograph  to  the  methods  and  techniques  used 
in  appraising  property  for  assessment  purposes,  except  as  it  is 
necessary  to  refer  to  such  methods  when  considering  the  adminis- 
trative problems.  There  are  numerous  authoritative  treatises  on 
methods  of  determining  the  value  of  property. 

Little  direct  attention  has  been  given  in  this  monograph  to  the 
economic  soundness  of  the  property  tax.  The  fiscal  and  economic 
implications  of  the  property  tax  have  been  studied  by  the  students 
of  public  finance. 

The  state  tax  commission,  or  similar  body,  in  each  state  should 
be  charged  with  the  duty  of  securing  the  assessments  of  taxable 
property  in  each  school  district  and  reporting  the  totals  of  such 
assessments  to  the  state  department  of  education.  Two  problems 
should  be  pointed  out  in  this  connection.  Some  state  tax  com- 
missions do  not  have  the  necessary  powers  or  the  machinery  with 
which  to  secure  the  information  concerning  total  assessments 
needed  by  the  state  department  of  education.  In  this  case,  the 
question  is:  “What  powers  and  faculties  should  the  state  tax 
department  have  in  order  to  be  able  to  furnish  an  adequate 
statement  of  the  taxable  wealth  of  each  school  district  in  the 
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state?”  In  a few  states,  the  separation  of  sources  of  state  and 
local  revenues  prevents  the  state  from  exercising  supervisory 
control  over  local  assessments.  In  this  case,  the  question  is : 
“What  can  the  state  tax  commission,  or,  in  extreme  cases,  the 
state  educational  department,  do  to  secure  a reliable  measure  of 
the  taxable  wealth  of  each  school  district?”  These  problems 
have  been  considered  in  this  study. 

A number  of  indices,  other  than  property  assessments  of 
economic  ability  of  school  districts,  are  reviewed  in  this  mono- 
graph. The  indices  reviewed  are  population,  indexes  of  economic 
resources  based  on  combinations  of  income  and  property  assess- 
ments, and  total  local  taxes  collected.  None  of  these  indices 
has  been  used  widely  nor  have  their  possibilities  been  investi- 
gated with  sufficient  thoroughness  to  enable  authoritative  conclu- 
sions to  be  drawn  from  the  survey  of  the  available  data.  An 
adequate  original  study  of  these  indices  is  beyond  the  possibilities 
of  this  study.  Consequently  the  work  already  done  simply  has 
been  reviewed  in  this  monograph. 

SOURCES  OF  THE  DATA 

The  principal  sources  of  data  were : books  on  school  finance ; 
reports  of  surveys  of  state  school  finance ; personal  interviews 
with  recognized  authorities  in  the  field  of  school  finance ; reports 
of  permanent  and  special  tax  commissions;  reports  of  local  gov- 
ernmental bodies;  Proceedings  of  the  National  Tax  Association’s 
Conference  (1907-1930)  ; assessors’  manuals;  studies  in  taxation; 
and  books  and  periodical  literature  dealing  with  taxation.  Dr. 
John  A.  C.  Keith,  late  State  Superintendent  of  Schools  for  Penn- 
sylvania, permitted  the  author  to  use  some  forty  letters  from  as 
many  states  written  in  reply  to  an  inquiry  concerning  how  that 
state  made  its  equalizations  of  assessments.  The  author  visited  the 
state  tax  departments  in  Missouri,  Illinois,  Indiana,  Ohio,  Penn- 
sylvania, New  York,  Massachusetts,  Rhode  Island,  Connecticut, 
New  Jersey,  Maryland,  Virginia,  Tennessee,  and  the  assessment 
division  of  the  auditor’s  office  in  Cleveland.  During  the  1930 
conference  of  the  National  Tax  Association  the  author  was  able 
to  secure  helpful,  although  brief,  interviews  with  persons  well 
informed  concerning  tax  problems  in  Iowa,  Kansas,  Minnesota, 
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and  Wisconsin.  The  chief  value  of  the  visits  to  tax  departments 
was  in  discovering  data  and  in  checking  and  interpreting  data 
secured  from  other  sources.  It  is  believed  that  the  more  import- 
ant recent  tax  literature  up  to  1931  is  covered  in  this  study. 
Some  important  material  which  appeared  since  1931  is  also 
included. 

TREATMENT  OF  THE  DATA 

The  various  methods  used  or  proposed  for  use  in  measuring 
the  ability  of  school  districts  or  other  governmental  units  to  sup- 
port schools  or  other  public  enterprises  have  been  collated  and 
then  critically  evaluated. 

The  principal  criteria  used  in  evaluating  the  worth  of  the 
various  possible  methods  of  measuring  the  ability  of  districts  to 
support  schools  were : examples  of  the  results  obtained  where  the 
methods  were  used;  opinions  of  public  officials  and  of  students 
of  the  various  methods;  statistical  and  other  indices  of  the  relia- 
bility and  validity  of  the  measures;  and  data  indicating  the 
legality,  cost,  and  adaptability  to  the  situation  of  the  proposed 
measures. 


CHAPTER  II 


IMPROVEMENT  OF  LOCAL  ASSESSMENT 
OF  PROPERTY 

INTRODUCTION 

This  chapter  is  devoted  to  a discussion  of  the  assessment  of 
property.  The  discussion  is  divided  into  three  main  divisions ; a 
statement  of  the  criteria  for  satisfactory  assessments  and  a study 
of  the  possibilities  of  meeting  them,  an  analysis  of  the  assess- 
ment machinery,  and  a survey  of  some  miscellaneous  measures 
for  improving  assessments. 

A few  examples  will  serve  to  indicate  the  extent  of  the 
inequalities  found  in  assessments.  The  New  York  State  Tax 
Commission  reported  that  the  average  rate  of  assessed  to  full 
value  for  the  state  in  1929  was  83.14  per  cent  with  a I'ange  by 
counties  from  40  to  95  per  cent.1  Each  town  in  New  York  has 
its  own  assessment  machinery.  Assessments  vary  among  towns. 
For  example,  the  State  Tax  Commision  placed  the  average  rate 
of  assessment  for  Saratoga  County  at  73  per  cent,  but  the  range 
in  assessments  among  towns  in  that  county  was  from  42  per  cent 
to  100  per  cent  of  full  value.2  In  1928,  Illinois  showed  an  average 
rate  of  assessment  by  counties  of  37.39  per  cent  with  a range 
from  29  to  60  per  cent.  In  Cook  County,  (Chicago),  in  1926, 
nine  districts  had  a median  assessed  ratio  of  30  per  cent  with 
a range  from  9.9  to  48  per  cent.3  In  1927,  Nebraska  had  an 
average  assessment  ratio  of  70  per  cent  with  a range  by  counties 
from  34  to  82  per  cent.4  The  degree  of  scatter  by  counties  from 
the  average  is  of  importance.  In  1926,  23  counties  in  Michigan, 
containing  31  per  cent  of  the  property  of  the  state,  had  an 
average  rate  of  assessment  of  more  than  20  per  cent  either  above 
or  below  the  average  for  the  state.  The  Tax  Commission’s 

1 Report  of  the  New  York  State  Tax  Commission,  1929,  p.  68. 

2 Ibid.,  pp.  278-279. 

3 Report  of  the  Illinois  Tax  Commission,  1928,  pp.  77,  164. 

4 A Plan  for  Providing  Equality  of  Educational  Opportunity  in  Nebraska,  Ne- 
braska State  Teachers  Association,  Research  Bulletin  No.  3,  1928,  pp.  31-32. 
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equalization  recommendations  showed  that  one  county  was 
assessed  at  twice  the  ratio  of  the  lowest  county.1  It  was  found 
in  North  Carolina  that  1,057  farms  studied  were  assessed  at  an 
average  of  75  per  cent  of  full  value,  but  4.5  per  cent  of  the 
farms  were  assessed  at  more  than  35  per  cent  below  their  value 
and  3.4  per  cent  at  more  than  50  per  cent  above  their  market 
value.2  A study  of  property  assessments  in  California  revealed 
an  average  assessment  rate  for  real  estate  of  41.63  per  cent  with 
a range  by  counties  from  25.75  to  53.79  per  cent  of  full  value.3 
These  six  examples  are  representative  of  the  common  inequali- 
ties in  assessments  among  districts. 

Unless  the  total  assessments  for  all  the  districts  in  a state  can 
be  brought  to  a reasonably  uniform  percentage  of  full  value, 
serious  injustices  in  the  distribution  of  state  school  funds  under 
the  small-fund  plan  and  based  on  the  total  assessed  value  of 
school  districts  must  result.  Inequalities  in  assessments  may  be 
corrected  in  two  general  ways,  by  equalizing  assessments,  or  by 
improving  the  original  assessments.  If  all  assessments  are  made 
at  substantially  the  legal  standard  of  value,  and  if  all  the  prop- 
erty subject  to  assessment  is  included  in  the  assessment,  the  total 
of  all  assessments  must  be  the  true  total.  But  if  some  property 
escapes  assessment,  and  other  property  is  assessed  at  other  than 
the  legal  standard  of  value,  then  the  total  assessments  are  not 
the  true  totals.  As  will  be  shown  in  Chapter  IV  equalizations 
of  assessments,  as  a rule,  only  partially  correct  the  inequalities 
in  the  total  assessments.  The  greatest  hope  for  real  improvement 
of  the  total  property  assessment  measure  of  the  ability  of  school 
districts  to  support  schools  lies  in  the  improvement  of  the  original 
assessments. 

CRITERIA  FOR  SATISFACTORY  PROPERTY  ASSESSMENTS 

Assessments  are  satisfactory  when  four  criteria  have  been  met. 
These  criteria  are:  1.  “inclusiveness”,  all  taxable  property  must 
be  included  in  the  inventory  step  in  assessing;  2.  “precision”, 
all  taxable  property  must  be  assessed  at  substantially  the  rate  or 


1 R.  Wayne  Newton,  and  W.  O.  Hedrick,  Farm  Real  Estate  Assessment  Practices 
in  Michigan,  1928,  pp.  41-43. 

2 Report  of  Special  North  Carolina  Tax  Commission,  1928,  p.  165. 

3 Final  Report  of  Special  California  Tax  Commission,  1929,  p.  45. 
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percentage  of  market  value  perscribed  by  law;  3,  “frequency” 
assessments  must  be  made  at  suitable  intervals  in  order  to  make 
necessary  corrections  in  valuations  for  changes  in  market  value 
of  property  and  to  add  new  property  to  the  tax  rolls ; and,  4. 
“economy”,  assessments  must  be  made  without  undue  expendi- 
ture of  public  funds,  but  the  expenditures  must  be  sufficient  to 
secure  reasonably  satisfactory  assessments. 

INCLUSIVENESS  IN  ASSESSMENT 

The  failure  to  include  all  the  legally  taxable  property 
in  the  assessment  is  the  source  of  gross  errors  in  as- 
sessments. As  will  be  shown,  it  is  almost  impossible  to  find 
certain  classes  of  property  for  assessment,  and  other  forms  of 
property  which  could  be  found  often  escape  assessment. 

Taxable  property  is  frequently  divided  into  three  classes, 
namely,  real  property,  tangible  personal  property,  and  intangible 
personal  property.  The  lines  of  demarcation  between  these 
classes  are  not  sharply  defined.1  In  some  states,  for  financial  or 
political  reasons,  one  form  of  property  may  be  placed  in  a differ- 
ent class  from  its  position  in  a second  state.  For  the  purposes 
of  this  discussion,  it  will  be  sufficient  to  indicate  the  nature  of 
each  class  by  citing  common  examples  of  the  property  usually 
assigned  to  each  class. 

Real  property  usually  includes  land  and  any  thing  permanently 
attached  to  it.  Buildings,  growing  timber  and  crops,  and  miner- 
als are  usually  classed  as  real  property.  Timber,  crops,  and 
minerals  upon  being  severed  from  the  land  are  commonly  classed 
as  personal  property. 

Tangible  personal  property  usually  includes  such  items  as 
household  goods,  live  stock,  cut  timber  and  harvested  crops,  and 
machinery.  Oil  pipe  lines,  railway  roadbed,  operating  property 
of  street  railways  are  classed  as  personal  property  in  some 
states.2 

Intangible  personal  property  includes  such  items  as  money  on 
deposit,  mortgages,  bonds,  and  other  property  of  similar  nature. 

Because  of  the  similarities  and  the  differences  in  the  problems 

1 Jensen,  Jens  Peter,  Property  Taxation  in  the  United  States,  1931.  See 
Chapter  IV  for  extended  discussion  of  definitions  of  taxable  property. 

2 Ibid.,  pp.  106-108. 


Improvement  of  Local  Assessment  of  Property 


19 


involved  in  discovering  tangible  and  intangible  personal  property 
for  assessment,  certain  problems  which  are  common  to  both  types 
of  property  will  be  discussed  together,  and  then  the  problems 
peculiar  to  each  will  be  considered.  Real  property  will  be  dis- 
cussed separately. 

TANGIBLE  AND  INTANGIBLE  PERSONAL  PROPERTY 

Intangible  personal  property  is  notoriously  difficult  to  discover 
for  assessment;  similarly,  thousands  of  items  of  tangible  per- 
sonal property  are  not  listed  on  the  tax  rolls.  A few  typical 
examples  will  serve  to  indicate  the  extent  of  the  failure  of  the 
present  assessment  methods  to  secure  adequate  inclusiveness  in 
the  assessment  of  personal  property. 

In  1925,  Rhode  Island  had  a total  assessed  valuation  of  prop- 
erty of  $1,145,479,976  of  which  amount  $212,764,253,  or  18  per 
cent,  was  intangible  personal  property.1  In  1925,  Louisiana  had 
a total  assessment,  exclusive  of  public  service  corporations,  of 
$1,487,435,094  of  which  amount  only  $375,797,889,  or  slightly 
more  than  22  per  cent,  represented  assessments  of  personal 
property2  In  1929,  the  local  assessments  of  general  property  in 
Wisconsin  amounted  to  $4,633,997,344  of  which  amount  $688,- 
154,538,  or  15  per  cent,  was  personal  property.3  In  1895,  8.4 
per  cent  of  all  property  assessed  in  Oregon  was  intangible  prop- 
erty, but,  in  1930,  intangibles  amounted  to  1.0  per  cent.4  A part 
of  the  decrease  may  be  due  to  changes  in  the  tax  laws  in  the 
line  of  exemptions  and  substitute  taxes  on  intangibles."  How- 
ever, “a  recent  study  of  intangible  wealth  has  been  made  by 
Colonel  Hiram  U.  Welch,  county  assessor  of  Multnomah  County, 
Oregon,  for  the  1,452  estates  probated  in  Multnomah  County  in 
the  last  twelve  months.”  This  survey  shows  that  the  total  value 
of  the  estates  was  $16,683,159.96.  Of  that  total,  intangibles 
amounted  to  $12,126,881.44,  or  72.6  per  cent;  tangible  personal 
property  amounted  to  $38,327.80,  or  0.3  per  cent ; and  real  estate 
amounted  to  $4,517,950.72,  or  27.1  per  cent.6 

1 Report  of  Rhode  Island  Board  of  Tax  Commissioners,  1925,  p.  58. 

2 Report  of  Louisiana  State  Tax  Commission,  1925,  pp.  200-202. 

3 Report  of  Wisconsin  State  Tax  Commission,  1930,  p.  34. 

4 Report  of  Oregon  State  Tax  Commission,  1929-1930,  p.  19. 

5 National  Tax  Foundation,  Federal  and  State  Tax  Systems,  1930,  Table:  “Ore- 
gon State  and  Local  Tax  System.’’ 

6 Report  of  Oregon  State  Tax  Commission,  1929-30,  p.  21. 
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WHY  PERSONAL  PROPERTY  ESCAPES  ASSESSMENT 

Many  items  of  personal  property  escape  assessment  for  rea- 
sons which  are  well  known.  The  desire  of  some  taxpayers  to 
avoid  taxes  is  a common  motive  for  concealing  property  from 
the  assessor.  Moreover,  the  ease  with  which  many  forms  of 
personal  property,  such  as  money,  bonds,  stock  certificates,  and 
jewelry  may  be  concealed  encourages  the  owners  to  evade  taxes. 
It  is  easy  for  taxpayers  to  convince  themselves  that  they  are 
justified  in  dodging  “confiscatory”  taxes.  The  fact  that  certain 
forms  of  property  are  commonly  not  reported  is  used  as  an 
excuse  by  many  property  owners  for  their  acts  in  concealing 
such  property.  The  physical  difficulties  confronting  the  assessor 
in  his  work  of  assessing  result  in  many  items  of  property  being 
inadequately  assessed.  Property  must  be  described  in  the  assess- 
ment list  before  the  assessment  can  be  legal.1  In  practice,  there 
is  no  attempt  made  to  list  and  describe  separately  each  of  the 
innumerable  articles  of  personal  property.  The  more  important 
items  from  the  standpoint  of  value  are  commonly  reported  on 
the  blanks  descriptive  of  such  articles.  Smaller  articles  are 
either  omitted  or  are  grouped  together  as,  for  example,  household 
goods  and  stock  in  trade.  Since  the  identity  and  the  value  of 
the  individual  items  are  not  known,  the  assessor’s  estimate  of 
value  is  often  a nominal  one.  In  some  cases,  inventories  may  be 
available  for  the  guidance  of  the  assessor,  but  such  cases  are 
not  common.  The  revenue  which  would  be  derived  from  a more 
careful  listing  of  all  the  items  of  personal  property  would  not 
justify  in  many  cases,  at  least,  the  additional  cost  of  assessment. 
The  taxpayers  would  resent  the  annoyance  which  would  result 
from  any  attempt  on  the  part  of  assessors  to  make  a complete 
list  of  all  personal  property.  Finally,  “the  failure  to  list  intangi- 
bles is  nowhere  viewed  as  a crime  by  either  the  taxpayers  or 
the  assessors.”2 3  For  these  reasons  much  personal  property  escapes 
being  assessed. 


1 Henry  Rottschaeffer,  Selected  Cases  on  the  Law  of  Taxation,  1929,  pp.  228- 

229,  “Town  of  Albertville  v.  Hopper,  196,  Ala.  642,  72  So.  258  (1916).” 

3 National  Industrial  Conference  Board,  State  and  Local  Taxation  of  Property, 
1931,  p.  41. 
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METHODS  USED  IN  LISTING  PERSONAL  PROPERTY  AND 
THE  RESULTS  OBTAINED 

The  usual  method  of  attempting  to  discover  personal  property 
for  assessment  is  by  requiring  the  taxpayer  to  make  a sworn 
statement  of  his  property.  In  forty-three  states,  the  taxpayer  is 
required  by  law  to  make  a sworn  statement  of  all  of  his  property. 
In  four  states,  sworn  statements  may  be  required  of  specific 
classes  of  property.  New  York  is  the  only  state  which  does  not 
require  sworn  statements.1 

The  tax  laws  of  the  various  states  provide  for  heavy  penalties 
for  making  false  returns  of  taxable  property.  Some  of  these 
penalties  are  $100  fine,  $1,000  fine,  $5,000  fine  or  one  year’s  im- 
prisonment, fine  of  10  per  cent  of  tax,  penalty  for  perjury,  and, 
imprisonment.2  These  laws  are  not  rigorously  enforced.  Many 
ways  have  been  devised  for  concealing  personal  property  and  at 
the  same  time  evading  perjury  charges. 

Assessors  are  provided  with  forms  on  which  to  list  the  various 
types  of  property.  The  assessment  lists  are  of  various  types. 
Some  assessment  lists  are  very  inclusive.  The  “Schedule  of 
Personal  Property”  prescribed  by  the  Indiana  State  Tax  Com- 
mission contains  blanks  for  reporting  136  types  of  personalty. 
In  addition  there  are  blanks  on  which  to  report  unusual  prop- 
erty. The  oath  required  of  each  taxpayer  is : “ . . . the  state- 
ments   are  a full,  true  and  complete  list  of  all  property 

. . . and  that  I have  valued  said  property  at  its  true  cash  value, 
by  which  I mean  the  usual  selling  price  . . . ”3 

There  is  no  great  difficulty  in  devising  forms  for  listing  prop- 
erty; the  difficulty  lies  in  having  the  forms  used.  If  the  lists 
are  long  and  complicated,  frequently  the  assessors  make  little 
or  no  effort  to  use  them  fully : a few  of  the  more  valuable  items 
of  tangible  personal  property  are  reported  and  the  others  are 
ignored.  Assessors  often  deliberately  refrain  from  inquiring 
about  intangible  property  because  they  do  not  expect  the  tax- 
payer to  declare  such  property.  James  Showalter,  President  of 
the  Board  of  Tax  Commissioners  for  Indiana,  told  the  county 
assessors  of  Indiana:  “We  find  places  in  Indiana  even  now 

1 Report  of  the  New  York  State  Tax  Commission,  1927,  p.  607. 

2 Ibid. 

3 Indiana  Tax  Commission,  Schedule  of  Personal  Property , Form  No.  1,  1930. 


22 


Measures  of  Ability  of  Districts  to  Support  Schools 


where  they  never  pay  much  attention,  if  any,  to  the  first  page 
(intangible  property)  of  that  schedule.  It  is  very  important  for 
you,  as  county  assessors,  to  check  up  on,  and  see  that  your  town- 
ship assessors  are  at  least  giving  the  people  an  opportunity  to 
list  intangible  property.”1  Georgia  has  in  its  constitution  a pro- 
vision for  a uniform  property  tax,  but:  “The  tax  paid  on  hogs 
in  Georgia  is  more  than  half  as  great  as  that  on  stocks  and  bonds, 
while  cattle  pay  more  than  double,  and  horses  and  mules  more 
than  five  times  the  sum  assessed  against  stocks  and  bonds”.2  The 
practice  of  listing  only  the  more  important  items  of  tangible  per- 
sonal property  has  become  fixed  by  custom.  In  Mississippi  in 
1924,  the  number  of  watches  listed  was  23,509,  or  1 for  each  23 
taxpayers.  Nearly  as  many  pianos,  20,759,  as  watches  were 
reported.  The  total  assessed  value  of  the  watches  was  $309,519 
and  for  pianos  $2, 107, 417. 3 Evidently  a greater  effort  was  made 
to  discover  articles  of  tangible  personalty  having  considerable 
value  than  to  list  articles  of  lesser  value.  This  deduction  is 
supported  by  the  fact  that  the  total  assessment  of  household 
furniture  was  only  $2,012,283.  Inspections  of  the  reports  of 
assessments  in  other  states  show  that  certain  types  of  property 
of  considerable  value,  pianos,  tractors,  horses,  cattle  etc.,  are 
commonly  assessed  by  units  while  other  types  of  property  of 
lesser  value  are  seldom  listed  or  are  grouped  together  if  listed. 
The  more  valuable  items  of  tangible  personal  property  are  listed 
because  they  are  common  articles  of  trade  or  they  are  used  in 
productive  enterprises,  they  are  known  to  exist,  and  they  are 
fairly  easily  valued.  Furthermore,  the  total  value  of  these  arti- 
cles constitute  a respectable  total  on  many  assessment  lists.  There 
are  long  lists  of  tangible  personal  property,  usually  of  small  value 
and  often  non-productive,  which  are  not  listed  with  any  degree 
of  certainty. 

The  requirement  that  taxpayers  make  lists  for  assessment  pur- 
poses of  their  property  and  be  sworn  to  the  truth  of  such  lists 
may  be  necessary,  but  few,  if  any  authorities  on  tax  adminis- 
tration claim  that  personal  property  is  adequately  reached  by 

1 State  Board  of  Tax  Commissioners  and  County  Assessors  of  Indiana,  Proceed- 
ings of  Annual  Convention , 1930,  p.  10. 

2 R.  C.  Norman.  State  Tax  Commissioner,  The  Tax  Situation  in  Georgia 
(Pamphlet),  1929,  p.  9. 

3 Report  of  the  Mississippi  State  Tax  Commission,  1924,  p.  92. 
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that  method.  The  examples  of  assessment  returns  cited  in  this 
chapter  indicate  that  personal  property  is  not  being  reached  to 
any  satisfactory  extent.  The  history  of  the  general  property  tax 
shows  that  sworn  statements  have  been  of  doubtful  efficiency  in 
revealing  personal  property,  particularly  intangible  property, 
for  assessment.1 2 The  failure  of  assessors  to  reach  personal 
property  caused  Seligman  to  denounce  the  general  property  tax 
on  the  ground,  in  part,  that:  “It  puts  a premium  on  dishonesty 
and  debauches  the  public  conscience ; it  reduces  deception  to  a 
system,  and  makes  a science  of  knavery.”1 2 3 

A few  states,  notably  Iowa,  Indiana,  Kentucky,  and  Ohio, 
tried  the  experiment  of  employing  “tax  ferrets”  to  place  omitted 
property  on  the  assessment  rolls.  The  “tax  ferrets”  were  paid 
a fixed  proportion  of  the  tax  recovered.  Ohio  paid  from  20  to 
25  per  cent  of  the  tax.  Carver  states  in  the  conclusion  of  his 
study  of  the  operation  of  the  Tax  Inquisitor  Law  in  Ohio  that : 
“Though  the  inquisitor  law  alone  does  not  show  itself  capable 
of  preventing  abuses  and  evasions,  it  can  be  shown  to  secure 
the  listing  for  taxation  of  a considerable  amount  of  intangible 
property  in  the  aggregate.  The  amount  is  small,  however,  as 
compared  with  the  taxable  property  in  the  state.  4 The  inquisitor 
system  was  not  popular:  “The  law  as  an  effective  means  of 
securing  the  listing  of  money  and  credits  clearly  proved  a fail- 
ure.”5 The  system  of  inquisitors  was  abandoned  in  Iowa,6 
Indiana,  and  Ohio.  It  has  not  been  repealed  in  Kentucky. 
Georgia  has  a “tax  ferret”  law  on  its  statute  books.7  Experience 
seems  to  show  that  tax  inquisitor  laws  are  not  the  solution  for 
the  problem  of  listing  personal  property. 

The  expedient  of  collecting  evaded  taxes  from  the  estates  of 
deceased  persons  has  been  tried.  In  1910,  Bullock  reported  that 
in  Switzerland : “Where  evasion  is  detected,  nearly  all  the  can- 
tons promptly  proceed  to  recover  back  taxes  for  periods  varying 

1 Henry  C.  Adams,  The  Science  of  Finance,  1906,  pp.  437-445. 

2 Richard  T.  Ely,  Taxation  in  American  States  and  Cities,  1S87,  ff. 

3 Edwin  R.  A.  Seligman,  Essays  in  Taxation,  10th  ed.,  1928,  p.  62. 

4 Thomas  N.  Carver,  “The  Ohio  Tax  Inquisitor  Law,”  Am.  Economic  Associa- 
tion, Economic  Studies,  Vol.  Ill,  No.  3,  June,  1898,  p.  211. 

5 Report  of  the  Nebraska  Special  State  Commission  on  Revenues  and  Taxation, 
1914,  p.  44. 

6 John  E.  Brindley,  History  of  Taxation  in  Iowa,  1910,  pp.  310-355. 

7 General  Tax  Act,  Act  V,  Sec.  5,  Tax  Laws  1930-1931. 
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from  two  to  twenty  years,  and  add  thereto,  fines  varying  from 
100  to  2,000  per  cent  of  the  amount  withheld.  Back  taxes  for 
five  years  and  a penalty  of  five  times  the  amount  of  the  taxes 
represent,  perhaps,  the  average  rigor  of  the  laws.”1  Switzerland, 
in  1910,  according  to  Bullock,  did  not  depend  on  the  property 
tax  to  the  same  extent  as  did  the  United  States,  which  condition 
operated  to  increase  the  efficiency  of  administration  of  the 
property  tax.  “Upon  all  these  points  Swiss  experience  teaches 
the  same  lesson  as  American : Draconian  laws  and  drastic  admin- 
istration are  all  of  no  avail  under  conditions  which  make  rigid 
enforcement  of  the  law  disastrous,”.2  Connecticut  in  1918  and 
Pennsylvania  in  1927  passed  laws  providing  for  the  collection  of 
heavy  penalties  for  tax  evasions  from  the  estates  of  deceased 
persons.  In  Connecticut,  the  law  provides  that  the  administrator 
of  the  estate  must  make  an  affidavit  setting  forth  the  items  on 
which  tax  has  keen  assessed  during  the  last  taxing  period.3  The 
penalty  is  2 per  cent  of  the  appraised  inventory  value  per  annum 
for  five  years  for  the  items  not  taxed.4  The  Pennsylvania  law 
is  similar  to  that  of  Connecticut,  but  the  penalty  is  lower  and 
the  burden  of  proof  that  the  taxes  were  paid  is  on  the  executor 
of  the  estate.5  Professor  F.  R.  Fairchild,  who  has  studied  the 
operation  of  this  law  in  Connecticut,  stated  from  the  floor  of  the 
National  Tax  Conference  that:  “I  may  say  it  is  my  personal 
opinion  that  there  is  not  very  much  to  be  said  for  our  Connecticut 
system  of  reaching  intangible  property.  I am  inclined  to  think 
that  if  we  get  four,  five,  or  six  per  cent  of  the  amount  of  such 
property  that  is  locally  taxable,  we  are  doing  mighty  well.  I do 
not  believe  that  we  have  solved  the  problem  yet.”6  Data  from 
the  1930  Report  of  the  Tax  Commission  for  Connecticut  may 
be  cited  to  substantiate  Professor  Fairchild’s  conclusions.  Ac- 
cording to  this  Report,  real  estate  bore  approximately  87.02  per 
cent  of  the  property  tax  burden  for  the  subdivisions  of  the  state 


1 Charles  J.  Bullock,  “The  General  Property  tax  in  Switzerland,”  Proceedings 
of  the  Fourth  International  Tax  Conference,  1910,  p.  64. 

2 Ibid.,  pp.  75-76. 

3 P.  A.  Conn.,  1919,  Ch.  50,  Sec.  1189. 

4 Rev.  G.  S.  Conn.,  1918,  Ch.  65,  Sec.  1190. 

5 F.  S'.  Edmonds,  Remarks,  Proceedings  National  Tax  Conference,  1928,  pp. 
321-322. 

0 Ibid.,  Professor  F.  R.  Fairchild,  Remarks,  pp.  325-326. 
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while  all  kinds  of  personal  property  bore  only  12.98  per  cent.1 
Inspection  of  the  amounts  of  intangibles  listed  for  assessment 
since  1890  under  a 4 mill  “chose  in  action”  law  shows  no  signifi- 
cant increase  or  decrease  in  the  amount  of  intangibles  listed  dur- 
in  the  years  immediately  after  the  estate  penalty  law  went  into 
effect  in  1919. 2 If  the  penalty  had  been  effective,  a substantial 
increase  in  the  amount  of  intangibles  listed  for  taxation  would 
be  the  probable  result  of  the  action  of  the  law.  Undoubtedly, 
however,  these  laws  have  increased  somewhat  the  amount  of 
intangibles  assessed.  Estate  penalty  laws  have  not  solved  the 
problem  of  how  to  secure  the  listing  of  intangibles  for  assessment. 

Mortgages  or  secured  debts3  are  recorded  on  the  county  rec- 
ords. Owners  of  mortgages,  who  are  residents  of  the  same  coun- 
ty in  which  the  property  securing  the  mortgages  is  located,  may 
be  discovered  by  the  assessor  from  the  county  records,  but  the 
owners  of  mortgages  who  live  in  other  counties  or  states  often 
are  not  taxed.  To  tax  the  resident  owners  of  mortgages  and 
not  the  non-resident  owners  is  unjust,  and  it  discourages  invest- 
ment in  local  mortgages.  Furthermore,  the  taxation  of  both  the 
land  and  the  mortgage  is  double  taxation.  This  taxation  tends 
to  raise  the  interest  rates  on  mortgages  and  thus  discourage  the 
purchasing  of  homes  and  farms.4  For  these  reasons  the  taxa- 
tion of  mortgages  as  personal  property  and  under  uniform  rates 
has  not  been  successful  as  may  be  proved  by  inspection  of  as- 
sessor’s books.  As  far  as  could  be  ascertained,  no  state  has  tried 
a system  whereby  the  assessors  in  each  county  were  required  to 
report  the  ownership  of  mortgages,  if  discovered,  to  the  assess- 
ors of  the  county  in  which  the  owner  lives. 

If  the  owners  of  shares  of  stock  in  corporations  do  not  report 
such  shares  of  stock,  the  owners  are  almost  certain  to  escape 

1 Report  of  the  Tax  Commissioner  for  Connecticut  for  1929-1930,  pp.  6-7. 

2 lUd.,  p.  74. 

3 Jensen  reports  that  domestic  mortgages  are  exempt  in  15  states,  taxed  as 
personal  property  in  nine  states,  and  taxed  under  classified  property  taxes  in  fif- 
teen states.  Six  states  tax  mortgages  on  domestic  real  estate  as  an  interest  in  the 
real  estate.  In  these  states,  the  mortgages  are  taxable  only  where  the  real  estate 
is  located,  but  if  the  mortgages  are  held  in  other  states  they  may  be  also  taxed 
under  the  laws  of  that  state. 

Jens  P.  Jensen,  Op.  Cit.,  pp.  107,  118-120. 

4 For  further  discussion  see  Edwin  R.  A.  Seligman,  Shifting  and  Incidence  of 
Taxation,  1921,  pp.  333-337. 
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taxation.  Stock  brokers’  records  are  a source  of  information, 
but  ordinarily  such  records  are  not  available.1  The  ownership 
of  stock  certificates  could  be  obtained  from  the  records  of  the 
company  if  the  company  were  required  to  furnish  such  infor- 
mation to  assessors  as  a requirement  for  the  right  to  do  business 
in  the  state,  or  on  some  other  grounds.  In  Rhode  Island,  some 
provision  is  made  for  discovering  the  ownership  of  shares  of 
stock  through  the  companies’  records.  The  Rhode  Island  law 
provides  that  the  assessors  “may,  by  written  demand,  require  any 
corporation  in  this  state  to  make  return  to  them  in  writing,  . . . , 
of  the  amount  and  par  value  of  the  stock  owned  in  such  cor- 
poration by  any  shareholder,  residing  in  the  town  represented 
by  the  assessors,  the  name  of  such  stockholder  being  specified  in 
such  written  demand.  . . ,”2  The  requirement  that  the  assessors 
must  specify  the  name  of  the  stockholder  limits  the  usefulness 
of  the  law,  for  assessors  frequently  can  not  discover  who  are 
owner  of  shares  of  stock  in  corporations.  Unless  foreign  as  well 
as  domestic  corporations  are  required  to  report  the  names  and 
number  of  shares  of  stock  held  by  taxpayers  in  a state,  gross 
injustice  through  assessing  some  and  exempting  other  taxpayers 
must  result. 

Bonds  are  very  difficult  to  discover  for  assessment. 
Unless  bonds  are  registered,  even  the  corporations  issuing  the 
bonds  have  no  record  of  the  owners  of  their  bonds.  One  way 
to  tax  bonds  is  to  collect  the  tax  at  the  source  as  is  done  in 
Kentucky  and  Switzerland.3  4 But  since  this  tax  is  to  be  collected 
at  the  source,  it  probably  would  be  made  a state  tax  and  not  a 
local  tax.  Therefore  it  would  not  constitute  a part  of  the  local 
revenue  for  the  support  of  schools. 

Money  on  deposit  is  not  easy  to  list.  Indiana  tried  to  use  bank 
records  to  discover  money  on  deposit.  Zoercher  summarizes  the 
history  of  that  effort  thus : “Some  twenty  years  or  more  ago 
the  taxing  officers,  by  the  aid  of  the  Prosecuting  Attorney,  were 
attempting  to  subpoena  the  banks  for  their  deposit  ledgers  and 

1 Prouty,  Collings,  and  Prouty,  Appraisers  and  Assessors  Manual,  1930,  pp. 
462-463. 

2 Rhode  Island,  General  Laws,  Revised  1923,  Sec.  832. 

3 Roy  G.  Blakey,  Report  on  Taxation  in  West  Virginia,  1930,  p.  164. 

4 Mitchell  B.  Carroll,  Taxation  of  Business  in  Switzerland,  U.  S.  Dept.  Com- 
merce, Trade  Promotion  Series,  No.  47,  1927,  p.  17. 
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that  caused  a run  on  the  banks  which  was  stopped  by  the  court, 
and  at  the  next  session  of  the  legislature  a bill  was  passed  pro- 
viding that  before  the  cashier  of  any  bank  could  be  required  to 
produce  any  deposit  ledger,  the  assessing  officer  would  be 
required  to  go  into  open  court,  file  an  affidavit  setting  out  the 
facts  ...  in  each  individual  case.  The  practical  results  of  this 
statute  is  that  no  bank  books  are  produced.”1 *  Kentucky  levies 
a tax  of  one  mill  on  bank  deposits  which  is  paid  by  the  banks 
for  the  depositor.3  “The  assessment  of  money  on  deposit  in- 
creased from  $11,277,000  in  1917,  under  the  general  property 
tax,  to  $334,975,000  in  1926  under  the  one  mill  tax  collected  at 
the  source,  an  increase  of  2870.4%  . . ,”3  It  should  be  noted 
that  the  Kentucky  tax  on  money  on  deposit  is  a form  of  the 
classified  property  tax.  Apparently,  the  Kentucky  system  is 
more  workable  than  the  system  tried  in  Indiana. 

One  of  the  proposed  penalties  for  failure  to  report  secured 
debts  for  assessment  is  to  make  such  property  non-collectable  by 
legal  processes  if  the  taxes  have  not  been  paid.  There  appears 
to  be  little  or  nothing  written  on  this  penalty.  Apparently,  a 
penalty  of  this  sort  would  be  unconstitutional,  for  the  Federal 
Constitution  in  Article  I,  Section  X provides  that:  “No  state 
shall  . . . pass  . . .law  impairing  the  obligation  of  contracts.  . .” 

Proposals  have  been  made  that  the  assessors  be  given  the 
power  to  require  taxpayers  to  open  their  safe  deposit  boxes  for 
inspection  by  the  assessor.  It  is  highly  improbable  that  such  a 
law  would  be  enacted  by  any  legislature,  and,  if  it  were  enacted, 
it  would  be  so  unpopular  that  it  would  be  repealed. 

The  data  presented  in  this  section  indicate  that  there  is  no 
way  by  which  satisfactory  inclusiveness  can  be  obtained  in  the 
assessment  of  personal  property  under  the  general  property  tax. 
This  conclusion  is  commonly  accepted  as  is  evidenced  by  the 
resolutions  cited  at  this  point.  Resolutions  proposed  by  a com- 
mittee of  eminent  authorities  on  taxation  and  adopted  by  the 
1911  Conference  of  the  National  Tax  Association  stated  that: 

1 Philip  Zoercher,  Proceedings  of  the  Twenty-ninth  Annual  Conference  of  State 

Board  of  Tax  Commissioners  and  County  Assessors  of  Indiana,  1930,  pp.  28-29. 

3 Tax  Laws,  Sec.  1,  Chapter  4,  1917,  as  amended  1924. 

3 Roy  G.  Blakey,  Report  on  Taxation  in  West  Virginia , 1930,  p.  164. 
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“The  general  property  tax,  under  the  higher  rates  of  taxation  . . . , 
has  broken  down  in  so  far  as  it  applies  to  personal  property  and  . . . 
taxation  of  personal  property  has  not  been  more  successful  under  strict 
administration  than  under  lax ; that  states  which  have  modified  or  aban- 
doned the  general  property  tax  show  no  intention  of  returning  to  it;  and 
that  in  states  where  the  general  property  tax  is  required  by  constitutional 
provisions,  there  is  a growing  demand  for  the  repeal  of  such  provisions 
. . . That  the  failure  of  the  general  property  tax  in  its  application  to 
personal  property  is  due  to  the  inherent  defects  in  its  theory;  that  even 
reasonably  fair  and  effective  administration  is  unattainable;  and  that 
attempts  to  strengthen  such  administration  simply  accentuate  the  inequal- 
ities and  unjust  operation  of  the  system.”1 

SOME  MODIFICATIONS  OF  THE  GENERAL  PROPERTY  TAX  SYSTEM  AND 
TITEIR  EFFECTS  ON  INCLUSIVENESS  IN  ASSESSMENT 

The  failure  of  the  general  property  tax  to  reach  personal  prop- 
erty, particularly  intangible  personalty,  has  led  to  the  modifica- 
tion of  the  system  in  many  states.  The  modifications  adopted 
are  of  three  general  types,  exemptions,  substitute  taxes,  and 
classification  of  property  for  taxation  at  different  rates. 

As  was  shown  in  the  preceding  section,  the  assessment  of 
tangible  personalty  is  largely  limited  to  articles  of  considerable 
value ; articles  of  relatively  trivial  value  being  either  ignored  or 
lumped  together  for  assessment.  A committee  of  the  National 
Tax  Association  on  substitute  taxes  recommended  that:  un- 
productive personal  property,  “Where  as  is  usually  the  case,  its 
significance  is  slight,  your  committee  recommends  exemption 
rather  than  any  substitute.”3  Some  states,  for  example  New 
Jersey  and  Pennsylvania,  have  adopted  provisions  whereby  each 
taxpayer  is  allowed  a fixed  exemption  on  personal  property. 
Common  amounts  of  such  exemptions  are  $200,  $300,  and  $500. 
These  exemptions  are  expected  to  cover  household  goods  and 
other  articles  of  non-productive  nature.  Unfortunately,  taxpay- 
ers often  interpret  the  exemption  to  include  all  personal  property.3 
Exemption  of  personal  property  of  slight  significance  and  a more 
rigorous  assessment  of  articles  of  significant  value  would  tend  to 
improve  the  assessment  of  tangible  personalty.  In  1930,  part 

1 Report  of  the  Committee  on  Substitute  Taxes  for  the  Tax  on  Intangible 
Property,  Proceedings  of  the  National  Tax  Conference,  1911,  pp.  333-334. 

2 Report  of  the  Committee  on  Substitute  Taxes  for  the  Tax  on  Intangible  Prop- 
erty, Proceedings  of  the  National  Tax  Conference,  1911,  pp.  338-340. 

3 Report  of  the  Special  North  Carolina  Tax  Commission,  1928,  p.  412. 
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or  all  of  the  intangible  personal  property  in  twenty-nine  states 
was  exempted  from  the  general  property  tax.1 

For  the  purposes  of  this  study,  exemptions  of  intangible  per- 
sonal property  may  be  treated  very  briefly.  If  intangible  personal 
property  is  exempted  from  the  general  property  tax,  it  is  no 
longer  a part  of  the  total  assessment  measure  of  the  ability  of 
school  districts  to  support  schools  and,  therefore,  need  not  be 
considered  here.  Furthermore,  the  exemption  of  intangibles  is 
often  a part  of  the  process  of  adopting  substitute  taxes  for  the 
property  tax  on  intangibles  which  will  be  discussed  later.  The 
growth  in  the  use  of  the  income  tax  is  the  best  illustration  of 
this  change  in  the  property  tax  system.  There  is  some  reason 
to  expect  that  the  exemption  of  part  of  the  classes  of  intangible 
property  from  the  general  property  tax  would  operate  to  increase 
somewhat  the  inclusiveness  of  the  assessment  of  the  remaining 
forms  of  intangible  property. 

The  revenue  lost  through  the  exemption  of  the  less  valuable 
items  of  tangible  personal  property  would  be  inconsequential, 
and  the  total  amount  of  intangible  property  assessed  is  small. 
Exact  comparisons  between  the  assessments  of  personal  prop- 
erty in  different  states  are  difficult  to  make  due  to  differences 
in  the  tax  laws  and  in  methods  of  reporting  these  data.  Data 
from  a few  states  and  for  different  years  will  suffice  to  indicate 
that  the  total  personal  property  assessments  usually  constitute 
20  per  cent  or  less  of  the  total  assessments.  Expressed  in  per 
cent  of  the  tax  base,  the  assessments  of  personal  property  as 
computed  from  data  given  in  state  tax  reports  were : 1929, 
Massachusetts,  13  per  cent;  1922,  Washington,  21  per  cent;  1926, 
Kansas,  about  21  per  cent;  1925,  South  Dakota,  14  per  cent; 
and  1929,  New  York,  1.41  per  cent.8 

The  exemption  of  part  or  all  of  the  personal  property  from  the 
property  tax  base  usually  means  that  substitute  taxes  must  be 
adopted,  or  else  the  levy  on  the  remaining  property  tax  base 
must  be  raised.  There  are  substitute  taxes  available  for  use. 

1 Federal  and  State  Tax  Systems,  1930,  Summary  tables. 

2 H.  L.  Long,  Aggregates  of  Polls,  Property  and  Taxes,  Massachusetts,  Pub.  Doc. 
No.  19,  Pt.  1,  pp.  54-55. 

Report  of  the  Tax  Commissioner  for  Washington,  1922,  p.  11. 

Report  of  the  Kansas  Tax  Commission,  1924-1926,  p.  171. 

Report  of  the  Division  of  Taxation,  South  Dakota,  1924-1925,  p.  85. 

Report  of  the  New  York  Tax  Commission,  1929,  p.  95. 
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Those  recommended  by  the  1911  committee  of  the  National  Tax 
Association  on  Substitute  Taxes  to  replace  the  property  taxes  on 
“goods,  wares,  and  merchandise  . . . and  the  machinery  and  stock 
in  trade  of  industrial  plants”  were  licenses,  taxes  on  earnings, 
and  business  taxes  based  on  some  outward  criteria  such  as  the 
amount  of  rent  paid  by  the  business.1  A few  years  later,  1919, 
the  income  tax  was  recommended  by  a committee  of  the  Nation- 
al Tax  Association  as  a substitute  tax  for  the  property  tax  on 
all  intangible  property.2  The  income  tax  either  has  been  adopted 
or  is  being  advocated  for  adoption  in  all  the  states.  If  the 
revenues  from  any  substitute  tax  which  is  administered  locally 
proves  to  be  fiscally  important,  such  revenues  should  be  included 
in  the  measurement  of  the  district’s  ability  to  support  schools. 

Under  a classified  property  tax  system,  the  property  is  divided 
into  classes  according  to  rules  prescribed  by  law,  and  each  class 
of  property  is  taxed  at  a different  rate.  The  rate  of  taxation  is 
varied  in  one  of  two  ways:  by  assessments  at  different  fractions 
of  full  value,  or  by  levying  different  rates  of  tax  levies.  Prop- 
erty which  is  difficult  to  discover  for  assessment  is  commonly 
taxed  at  the  lower  rates.  Many  owners  who  are  willing  to  pay 
small  taxes,  are  unwilling  to  pay  large  taxes  when  such  taxes 
can  be  evaded  with  impunity.  The  low-rate  tax  on  mortgages 
and  other  secured  credits,  shares  of  stock,  bonds,  and  similar 
forms  of  property  is  an  important  form  of  the  classification  tax. 
Sometimes  a registration  tax  is  paid  when  the  property  is  record- 
ed. The  tax  is  a small  per  cent  of  the  face  value  of  the  security. 
In  some  cases,  the  tax  is  paid  at  recurring  intervals  of  several 
years  each. 

How  effective  is  the  classification  tax  system  in  drawing  per- 
sonal property  onto  the  tax  rolls?  A study  of  713  estates  pro- 
bated in  3 counties  in  Minnesota  during  the  years  1929-1931 
showed  that  only  16.5  per  cent  of  the  taxable  money  and  credits 
inventoried  in  these  estates  were  taxed.3  Minnesota  has  been 
using  classification  since  1911,  and  is  considered  to  have  better 


1 Proceedings  of  the  National  Tax  Conference,  1911,  pp.  338-340. 

2 Proceedings  of  the  National  Tax  Association,  “Model  System  of  State  and 
Local  Taxation,”  1919,  p.  444. 

3 Roy  G.  Blakey  and  Associates,  Taxation  in  Minnesota,  1932,  p.  215. 
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than  ordinary  administration  of  the  tax.1  However,  the  adoption 
of  the  classified  property  tax  did  increase  the  number  of  persons 
assessed  as  owning  money  and  credits,  for  in  1910  the  number 
so  assessed  was  6,200  and  in  1911,  the  first  year  under  classifi- 
cation, 41,431.  In  1931  the  number  assessed  was  94,345.  Due  to 
the  low  tax  rate  under  classified  taxes,  the  amount  of  revenue 
raised  was  less  in  1911  than  in  1910,  $379,754  to  $346,4457 
Professor  Jens  P.  Jensen  reported  that  in  1923-1924  the  property 
tax  on  intangibles  produced  about  3.6  per  cent  of  the  total 
revenue  in  Kansas ; the  adoption  of  classification  tax  laws  failed 
to  add  anywhere  nearly  so  much  property  to  the  tax  rolls  as 
might  be  expected ; and  the  revenue  from  intangibles  under  the 
new  laws  was  only  1.15  per  cent  of  the  total  revenues,  or  only 
about  33.6  per  cent  of  what  it  was  under  the  old  property  tax. 
“The  most  satisfactory  element  of  the  classified  property  tax  in 
Kansas  has  been  the  mortgage-registration  tax.”  But  the 
revenue  derived  was  less  than  under  the  general  property  tax.2 3 
Professor  S.  E.  Leland  has  made  the  most  thorough  study  yet 
made  of  the  classification  tax.  Leland’s  conclusions  are : 

“It  must  be  concluded,  therefore,  that  the  revenues  produced  by  classi- 
fication have  not  always  exceeded  the  revenues  produced  by  the  general 
property  tax,  and  that  the  increase  in  revenues  over  those  produced  by 
the  general  property  tax  has  seldom  been  immediately  realized.  The 
results,  on  the  whole,  indicate  that  classification  is  superior  to  the  tax 
system  it  is  designed  to  supplement.  It  is  not  a perfect  tax  and  has  not 
accomplished  the  impossible.  Its  achievements  have  been  somewhat 
checkered.”4 

Professor  Seligman,  in  1915,  held  that  classification  was  only 
a partial  success.  He  gave  two  further  reasons:  first,  “Under 
modern  economic  conditions  no  attempt  to  assess  a tax  on  intan- 
gible pesonalty  can  ever  be  completely  successful.”  Second, 
“Under  modern  economic  conditions,  property  and  especially 
personal  property,  is  no  longer  a satisfactory  index  of  tax-paying 
ability.”5  Seligman  advocates  the  income  tax  as  a substitute  for 

1 Ibid.,p.  212. 

a Ibid.,  p.  212. 

3 Proceedings  of  the  National  Tax  Conference,  1928,  pp.  265-275. 

'Ibid.,  pp.  317-318.  Also  pp.  292-318  f£.  For  more  extended  discussion  see 
S.  E.  Leland,  The  Classified  Property  Tax,  1928. 

5 Edwin  R.  A.  Seligman,  Essays  in  Taxation,  10  ed.,  1925,  pp.  648-649. 
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the  property  tax  on  intangibles.1  Leland’s  conclusions  may  be 
accepted  as  being  the  just  verdict  on  the  worth  of  the  classified 
property  tax ; it  is  “superior”  to  the  general  property  tax  in 
securing  the  listing  of  intangibles,  but  it  has  not  accomplished 
the  “impossible.” 

The  foregoing  discussion  of  inclusiveness  of  assessment  of 
personal  property  points  to  the  conclusion  that  it  is  practically 
impossible  to  list  anything  like  the  total  amount  of  personal 
property  for  tax  purposes.  The  recommendations  of  the  com- 
mittee of  the  National  Tax  Association  which  reported  “The 
Model  System  of  State  and  Local  Taxation”  may  be  accepted 
as  pointing  toward  what  should  be  done  to  the  general  property 
tax  in  order  that  it  may  be  administered  more  effectively.  “We 
recommend  that  it  (the  property  tax)  be  confined  to  tangible 
property,  and  that  intangible  property  of  all  kinds  be  exempt 
from  taxation  as  property.”2 3  Taxation  of  tangible  personal 
property  probably  should  be  limited  to  the  more  important  items 
of  such  property.  The  adoption  of  these  limitations  to  the 
property  tax  would  greatly  simplify  the  work  of  the  assessor. 

METHODS  USED  IN  LISTING  REAL  PROPERTY  AND  THEIR  RESULTS 

Very  little  land  would  escape  being  listed  on  the  tax  rolls  if 
the  assessments  were  carefully  made.  The  titles  of  all  lands  are 
recorded  in  each  county.  In  the  cases  of  lands  sold  by  the 
federal  government  out  of  the  public  domain,  there  are  available 
from  the  United  States  land  offices  plats  showing  county,  town- 
ship, and  section  lines  with  the  name  of  the  original  claimant. 
Missouri’s  assessment  law  requires  the  county  court  to  secure 
copies  of  the  federal  plats  and  make  them  available  to  the 
assessor.  The  county  board  of  equalization  is  required  to  com- 
pare carefully  the  assessor’s  lists  with  the  federal  plats.’ 
Accurate,  modern  maps  of  the  lands  in  each  tax  district  should 
be  maintained  in  the  assessor’s  office.  Zangerle  has  said:  “It 
is  exceedingly  important  that  there  be  maps  showing  the  name, 

1 Ibid.,  pp.  650-651. 

2 Report  of  the  Committee  on  “A  Model  Plan  of  State  and  Local  Taxation.” 
Proceedings  of  the  National  Tax  Conference,  1919,  p.  444. 

3 Missouri,  General  Revenue  Laws,  1919,  Sec.  122781,  Sec.  12782. 
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size,  and  dimensions  of  each  ownership,  the  date  of  purchase, 
the  original  lot  number,  subdivision  and  sublot.”1 

Accurate  descriptions  of  improvements  to  lands  are  much 
more  difficult  to  secure  and  to  keep  up  to  data.  Buildings  are 
constantly  being  erected,  altered,  or  removed.  In  cities  requir- 
ing building  permits,  major  changes  can  be  ascertained  readily. 
Fire  reports  are  available  in  some  cities.  Where  no  such  records 
are  kept,  the  assessor  has  more  difficulty  in  maintaining  accurate 
records  of  the  improvements  on  each  parcel  of  land.  Where 
annual  valuations  are  made,  it  should  be  possible  to  maintain  a 
satisfactory  record  of  the  improvements ; but  where  real  estate 
is  valued  only  each  four  or  five  years,  the  problem  is  not  so 
simple.  Zangerle  has  developed  an  excellent  system  of  records 
for  Cleveland.2 3 4  Other  good  systems  are  available.5 6  Continual 
vigilance  and  hard  work  are  the  necessary  means  whereby  im- 
provements to  land  may  be  kept  recorded  on  the  tax  rolls. 

Failure  of  assessors  to  report  lands  and  improvements,  in  the 
first  place,  and  errors  and  omissions  in  copying  descriptions  of 
real  property  constitute  the  chief  sources  of  lack  of  inclusiveness 
in  assessment  of  real  estate.  The  following  examples  from 
Michigan  and  Georgia  show  the  results  of  these  types  of  errors. 

“One  township  roll  for  1926  contained  a total  of  38  errors  in  the 
description  of  parcels  of  rural  lands  of  10  or  more  acres,  each  of  them 
sufficiently  serious  to  invalidate  the  tax,  if  protested.  Twenty  tracts 
in  the  same  township  were  not  listed  at  all.  . . State  and  county  officers 
united  in  expressing  the  belief  that  there  were  thousands  of  farms 
incorrectly  described  for  taxes.”* 

The  Comptroller-General  of  Georgia  has  said,  “I  find  in  some 
Digests  large  discrepancies  between  the  number  of  acres  returned 
for  taxation  and  the  number  known  to  be  actually  located  in  the 
counties.  In  the  aggregate  these  differences  run  up  several 
hundred  thousand  acres  in  the  State.”5 


1 John  A.  Zangerle,  Principles  of  Real  Estate  Appraising,  1927,  pp.  224-228. 

2 Ibid.,  424-426  ft. 

3 Prouty,  Collings,  and  Prouty,  Appraisers  and  Assessors  Manual,  1930,  ft. 

4 R.  Wayne  Newton  and  W.  O.  Hedrick,  Farm  Real  Estate  Assessment  Prac- 

tices in  Michigan,  1928,  p.  18. 

6 W.  B.  Harrison,  Instructions  of  the  Comptroller-General  to  the  Tax  Receiv- 
ers of  Georgia,  1930-1931,  p.  15. 
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Careful  assessing  coupled  with  adequate  maps  and  records  and 
accurate  clerical  work  should  insure  the  listing  of  practically  all 
real  property  for  taxation. 

PRECISION  IN  ASSESSMENT 

Precision  of  assessment  is  obtained  when  all  the  taxable  prop- 
erty has  been  valued  in  assessment  at  the  rate,  or  percentage,  of 
full  market  value  as  prescribed  by  law.  Precision  in  assessment 
work,  therefore,  depends  on  the  accurate  determination  of  the 
market  value  of  all  property  subject  to  taxation  under  the 
property  tax.  The  term  market  value  denotes  the  price  the 
property  would  bring  at  voluntary  sale  between  a willing  seller 
and  a willing  buyer  at  the  time  and  place  the  property  is  when 
the  assessment  is  made.1 

The  task  of  determining  market  value  of  all  kinds  of  property 
is  one  of  great  difficulty.  Some  forms  of  property  are  commonly 
bought  and  sold,  in  these  cases  the  problem  is  not  difficult.  But 
many  articles  of  property  are  sold  at  relatively  infrequent 
intervals,  or  the  article  has  peculiar  elements  of  value  which  may 
influence  its  selling  price. 

Assessors  should  have  a wide  experience  with  property,  a 
thorough  knowledge  of  the  factors  determining  values,  a knowl- 
edge of  selling  prices,  and  the  ability  to  apply  all  of  their  knowl- 
edge and  experience  in  determining  what  is  the  market  price  for 
property,  particularly  real  estate. 

There  are  available  numerous  treatises  on  appraising  problems. 
It  is  therefore  sufficient  to  summarize  the  appraising  part  of 
assessing.  Probably  the  best  insurance  of  securing  reasonable 
precision  in  assessment  work  is  to  be  found  in  the  employment 
of  honest,  fearless,  capable,  trained,  and  experienced  men  as 
assessors ; the  provision  of  adequate  records,  maps,  and  other 
assessment  materials ; the  payment  of  satisfactory  salaries  with 
reasonable  tenure  of  office;  and  the  application  of  effective 
supervision  over  the  work  of  the  assessor  by  the  state  tax  com- 
mission. As  nearly  as  possible,  the  work  of  the  assessor  should 
be  raised  to  a professional  level. 

1 State  ex  rel  N.  W.  Mut.  Life  Ins.  Co.,  v.  Weiher,  177  Wis.  445,  188  N.  W. 
598  (1922).  (From  Henry  Rottschaefer  Selected  Cases  on  the  Law  of  Taxation, 
1929,  p.  239). 
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The  most  serious  manifestation  of  lack  of  precision  in  assess- 
ment of  real  property  is  the  failure  to  make  assessments  at  the 
legal  standard  or  rule  of  value.  The  most  common  legal  rule 
for  assessments  is  full  market  value,  meaning  the  price  for 
which  the  property  would  sell  at  private  sale  between  a willing 
buyer  and  a willing  seller.  The  rule  is  expressed  in  such  terms 
as:  “fair  and  reasonable  value,”  “true  value,”  “full  value,”  “full 
and  true  value,”  and  “actual  cash  value.”1  The  standard  or  rule 
for  assessments  is  full  value  in  40  states,  60  per  cent  in  Alabama, 
50  per  cent  in  Arkansas  and  Washington,  75  per  cent  in  North 
Dakota,  25  per  cent  in  Iowa,  and  Minnesota  and  Montana  have 
classified  property  tax  systems  under  which  various  classes  of 
property  are  assessed  at  different  percentages  of  market  valued 
Louisiana  was  not  included  in  the  tabulation.  As  was  shown  by 
the  examples  of  variations  in  assessments  already  cited  in  this 
chapter,  the  legal  standards  for  assessments  in  many  cases  are 
not  met.  In  states  requiring  full  value  assessments,  it  is  quite 
common  to  find  that  assessments  are  made  at  rates  far  below 
“full  value.” 


The  causes  for  the  failure  of  assessors  to  make  assessments 
at  the  legal  standard  of  value  are  significant.  Some  of  the  more 
important  causes  may  be  summarized.  If  assessments  are  low, 
part  of  the  state  tax  may  be  evaded  by  local  voters.  If  assess- 
ments are  made  at  substantially  full  value,  they  may  be  attacked 
on  the  grounds  that  they  are  more  than  full  value,  for  few 
persons  agree  exactly  on  the  value  of  real  property.  To  avoid 
such  disputes,  many  assessors  keep  all  assessments  substantially 
below  full  value.  Many  taxpayers  derive  a psychological  satis- 
faction from  low  assessments.  Where  tax  levies  are  limited  by 
law,  low  assessments  are  favored  by  some  on  the  grounds  that 
they  limit  public  expenditures.  Low  assessments  may  be  good 
politics ; the  local  people  elect  the  assessor  in  most  cases.  It  is 
further  argued  that  no  injustice  is  done  if  all  assessments  are 
made  at  the  same  per  cent  of  full  value. 

A decision  'of  the  Wisconsin  Supreme  Court  presents  the 
dangers  of  low  assessments. 


1 Report  of  the  New  York  Tax  Commission,  1927,  p.  607. 

J Tax  Research  Foundation,  Federal  and  State  Tax  Systems,  1931,  p.  74. 
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“A  valid  tax  must  be  based  on  a valid  assessment.  . . . There  is  really 
no  security  to  the  taxpayer  except  in  requiring  assessors  to  perform  their 
duty  and  make  assessments  in  substantial  compliance  with  the  law.  If  the 
assessor  in  one  town  is  permitted  to  assess  property  at  one-third  of  its 
value,  the  assessor  in  another  town  may  assess  it  at  one-half  or  one- 
quarter  and  still  another  at  double  its  value,  substituting  the  mere  caprice 
of  the  assessor  for  the  rule  of  the  statute  and  resulting  in  the  grossest 
inequalities  and  injustices  in  the  taxes  proposed.”1 

It  frequently  happens  that  one  parcel  of  property  is  assessed 
at  a much  higher  rate  than  other  property.  If  all  property  is 
under-assessed,  the  owner  may  not  be  able  to  have  the  assessment 
corrected  although  the  comparative  test2  of  assessments  is  recog- 
nized by  the  courts.  The  comparative  test  is  the  comparison 
between  the  ratio  of  assessed  to  market  value  of  the  property  in 
question  and  the  ratios  of  assessed  to  market  value  of  comparable 
properties.  Heydecker  has  said,  “In  other  words,  he  has  practi- 
cally to  attack  the  whole  assessment,  whereas  if  the  assessment 
were  at  full  value  his  only  complaint  c’ould  be  that  his  property 
was  assessed  at  more  than  full  value  and  the  burden  upon  him 
would  be  confined  to  proof  of  this  as  it  affected  his  parcel  only.”3 

The  adoption  of  legal  fractional  ratios  is  simply  recognition 
of  the  fact  that  assessments  are  commonly  made  at  less  than  full 
value.  If  the  assessments  are  to  be  made  at  some  uniform 
fraction  of  full  value,  it  is  obvious  that  the  assessor  must  first 
appraise  the  property  at  full  value.  The  advantage  is  that  per- 
haps the  state  can  more  easily  bring  up  the  level  of  assessments 
to  some  uniform  fraction  of  full  value  than  to  full  value  itself. 
This  was  the  chief  reason  for  the  adoption  by  Minnesota,  in 
1913,  of  its  system  which  requires  general  property  to  be  classi- 
fied into  four  classes  for  tax  purposes.4  All  authaorities  are  in 
agreement  that  assessments  must  be  based  on  full  market  value 
of  the  property  if  justice  is  to  be  obtained.5 

1 Schettler  v.  City  of  Fort  Howard,  43  Wisconsin  48. 

2 Sunday  Lake  Iron  Co.  v.  Town  of  Wakefield,  247  U.  S.  350,  38  S.  Ct,  495, 
62  L.  Ed.  1145  (1918))  (From  Henry  Rottschaefer,  Selected  Cases  on  the  Law 
of  Taxation,  p.  245. 

3 Bureau  of  Municipal  Investigation  and  Statistics  (New  York),  Report  on 
the  Apportionment  of  State  and  County  Taxes,  2d  Ed.,  1915,  p.  3. 

4 Roy  G.  Blakey  and  Associates,  Taxation  in  Minnesota,  1932,  pp.  217-218. 

5 Bureau  of  Municipal  Investigation  and  Statistics  (New  York,  Op.  Cit.  For 
citations  from  William  A.  Pendergast,  Carl  C.  Plehn,  Chas.  J.  Bullock,  Edwin 
R.  A.  Seligman,  and  others. 
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A number  of  towns  and  cities  in  various  states  have  employed 
commercial  appraisal  companies  for  one  assessment  period  to 
value  the  real  property.  Some  towns  in  Connecticut,  which 
re-assess  real  property  every  ten  years,  employed  appraisal  com- 
panies to  make  their  most  recent  revaluations  of  real  estate. 
These  actions  were  approved  by  the  state  tax  commissioner.  It 
appears  that  the  taxpayers  were  satisfied  with  the  justice  of  the 
valuations  made  by  appraisal  companies.1  The  advantages  of 
assessment  appraisals  made  by  appraisal  companies  lie  in  the 
professional  skill  applied  and  in  the  impartiality  of  the  apprais- 
als.2 The  disadvantages  are  that  the  costs  are  usually  higher. 
Some  persons  hold  that  assessment  is  a function  of  government 
which  should  be  performed  only  by  public  officials.3 

Precision  in  assessment  is  dependent  on  the  qualifications  of 
the  assessor  and  fon  the  assessment  machinery  with  which  he 
has  to  work.  All  assessments  should  be  made  in  substantial 
compliance  with  the  legal  standard  of  value  for  assessments.  In 
Some  extreme  cases,  the  employment  of  appraisal  companies  may 
be  a satisfactory  method  to  remedy  an  intolerable  condition.  The 
assessment  machinery  of  a state  should  be  able  to  provide  ade- 
quate assessments. 

FREQUENCY  OF  ASSESSMENT 

Twenty-five  states  assess  real  estate  annually,  ten  every  two 
years,  one  every  three  years,  nine  every  four  years,  Ohio  every 
five  years,  Connecticut  every  ten  years,  and  Maryland  requires 
that  all  property  be  reviewed  for  assessment  once  every  five 
years,  and,  in  practice,  one-fifth  is  asssessed  each  year.  Forty- 
six  states  assess  personal  property  every  year,  Maryland  uses 
the  same  system  for  all  property,  and  Delaware  assesses  every 
four  years  except  that  Wilmington  assesses  every  year.4 

Practice  is  almost  unanimous  in  favoring  annual  assessment 
of  personal  property.  This  is  apparently  due  to  the  rapid  changes 


1 Author’s  visit  to  Connecticut  State  Tax  Department. 

2 W.  W.  Pollock  and  K.  W.  H.  Scholz,  The  Science  and  Practice  of  Urban  Land 
Valuation,  1926,  pp.  253-258,  ff. 

3 A.  C.  Pleydell.  A discussion  of  Walter  W.  Pollock’s  paper  entitled  “An 
Equitable  Standard  for  Land  Valuations,’’  Proceedings  National  Tax  Conference, 
1913,  pp.  234-266. 

* Tax  Research  Foundation,  Federal  and  State  Tax  Systems,  1931,  pp.  74-75. 
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in  the  amount  and  type  of  personal  property  the  taxpayer  may 
own.  The  work  which  would  be  required  in  off-assessment 
years  to  make  the  revisions  of  the  tax  rolls  necessary  to  add 
new  property  and  deduct  property  disposed  of  would  be  equal 
to  a large  part  of  the  cost  of  a new  assessment. 

Annual  assessment  of  real  estate  is  the  most  favored  frequency 
of  assessment  as  twenty-five  out  of  forty-eight  states  have 
annual  assessments,  but  almost  as  many  states  assess  less  fre- 
quently. The  opponents  of  annual  assessments  hold  that  real 
estate  does  not  fluctuate  suddenly  in  value,  that  the  expense  of 
annual  assessments  is  needless,  that  annual  assessments  encour- 
age the  assessor  to  copy  old  assessments,  and  that  it  is  much 
more  probable  that  the  assessors  will  detect  changes  in  values 
if  the  assessments  are  made  only  at  intervals  of  several  years. 
On  the  other  hand,  Lawson  Purdy,  New  York  City  Tax  Depart- 
ment, said:  “It  is  my  impression  that  if  any  state  has  efficient 
assessment  machinery  it  Would  be  better  a great  deal  to  have 
an  annual  assessment  of  real  estate.  . . . Any  real  estate  property 
appraiser  knows  that  to  make  a good  appraisal  he  must  live  with 
the  real  estate.”  Purdy  advocated  employing  the  assessor  full 
time  because  he  “could  assess  a very  large  territory  and  do  it 
well.”'  It  is  probable  that  the  difference  in  cost  between  annual 
and  biennial  assessments  would  be  reduced  under  the  system 
advocated  by  Purdy.  Newton  and  Hedrick  have  recently  studied 
the  problem  of  frequency  of  assessment.  They  quote  tax  com- 
missions from  two  states  as  favoring  more  frequent  real  estate 
assessments  as  follows : 1925,  Pennsylvania  from  reassessments 

every  three  years  to  annual  assessments;  1914,  Nebraska,  from 
quadrennial  to  biennial  assessment  period.  But  Michigan,  1922, 
Nevada,  1925-1926,  and  West  Virginia,  1927,  favored  abolishing 
annual  assessments  of  real  property.  Newton  and  Hedrick  favor 
quadrennial  assessments  of  real  estate  with,  of  course,  provisions 
for  changing  the  assessments  when  new  property  is  created  or 
old  demolished  and  for  reassessments,  by  order  of  the  state  tax 
commission,  of  districts  where  unusual  changes  in  values  have 
occurred.2 

1 Lawson  Purdy,  Proceedings  National  Tax  Conference,  1913,  p.  59. 

2 R.  Wayne  Newton,  and  W.  O.  Hedrick,  Farm  Real  Estate  Assessment  Prac- 
tices in  Michigan,  1928,  pp.  62-64. 
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It  may  be  concluded  that  personal  property  should  be  assessed 
annually.  Annual,  biennial,  and  quadrennial  assessment  intervals 
are  the  most  favored  intervals  for  the  assessment  of  real  prop- 
erty. 

ECONOMY  OF  ASSESSMENT 

Assessments  must  be  made  without  undue  expenditure  of  public 
funds,  but  the  expenditures  should  be  sufficient  to  secure  reason- 
ably satisfactory  assessments.  The  foregoing  general  rule  pre- 
sents the  general  conclusions  which  must  be  drawn  from  a survey 
of  the  cost  of  assessments. 

The  author  has  been  able  to  find  very  little  satisfactory  data 
on  the  cost  of  adequate  assessments.  Lack  of  data  is  due  to : the 
limited  amount,  or  total  absence,  of  statements  of  their  expendi- 
tures included  by  tax  commissioners  in  their  reports ; few 
districts  have  adequate  assessments  or  assessment  machinery; 
conditions  vary  widely  between  districts,  for  example  the  enor- 
mous wealth  per  block  in  New  York  compared  to  the  plains  of 
Nebraska;  and,  wide  difference  in  legal  requirements  for  assess- 
ments. In  1923-1924,  it  cost  New  York  City  $61.29  (computed) 
to  assess  $1,000,000  worth  of  real  property  and  the  cost  per 
parcel  varied  from  $.86  to  $1.46  among  boroughs.  Only  194 
persons  were  employed  to  assess  $11,148,811,493  worth  of  real 
estate.1  In  1925,  it  cost  Nebraska  at  least  $122  (computed)  per 
$1,000,000  to  make  assessments.2  Nebraska  has  elected  assessors 
while  New  York  City  has  appointed  assessors.  The  following 
data  are  old,  but  they  show  how  costs  vary  among  cities.  In 
1907,  the  cost  of  assessment  per  parcel  was,  for  Boston,  $2.00; 
Newark,  $1.10;  New  York  City,  $.88;  Pittsburgh,  $.85;  Phila- 
delphia, $.53;  St.  Louis,  $.45;  Detroit,  $.34;  Milwaukee,  $.31; 
and  Baltimore,  $.29. 3 

Poor  pay  is  perhaps  the  greatest  handicap  in  securing  compe- 
tent assessors.  Not  only  is  the  pay  per  day  low,  but  the  number 
of  days  the  assessor  works  is  often  small.  The  following  are 
typical  examples  of  assessor’s  pay.  Missouri  allows  the  assessor 


1 Report  ot  the  Commissioners  of  Taxes  and  Assessments  of  the  City  of  New 
York,  1924,  pp.  14-15. 

2 Report  of  the  Nebraska  Tax  Commissioner,  1925,  pp.  104,  115. 

3 Report  of  the  Commissioners  of  Taxes  and  Assessments  of  the  City  of  New 
York,  1907. 
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$.25  per  list  for  the  first  3,000  lists  and  $.20  for  each  list  in 
addition  thereto,  and  $.03  per  entry  for  recording  assessments 
in  the  personal  assessment  book.1  Missouri’s  piece  work  wage 
scale  puts  a premium  on  speed  in  assessment,  but  speed  does 
not  promote  efficiency  in  assessing.  In  1920,  the  Wisconsin 
town  and  village  assessors  received  not  less  than  $3.00  nor  more 
than  $5.00  per  day  and  were  allowed  a maximum  'of  approxi- 
mately 110  days  in  which  to  complete  their  assessment.2  In  New 
York  in  1918,  “The  average  pay  of  assessors  in  the  country 
towns  throughout  the  state  is  less  than  one  hundred  dollars  per 
year.  The  pay  of  assessors  is  $2.00  a day,  although  town  boards 
may  increase  it  to  $3.00.”3  In  Indiana,  the  salaries  increase 
according  to  the  increase  in  population ; towns  of  less  than  5,000 
pay  $4.00  per  day;  townships  of  5,000  pay  $300  per  year  and 
$30  for  each  additional  1,000  population  up  to  20,000;  if  the 
population  is  over  19,000  and  less  than  75,000,  the  assessor  must 
be  paid  at  least  $1,000  and  riot  more  than  $1,700  per  year,  and 
if  the  population  is  over  200,000,  the  salary  must  be  at  least 
$3,750.  In  the  latter  case,  the  assessor  is  required  to  keep  his 
office  open  each  working  day  of  the  year.  The  assessors  of  the 
larger  cities  are  better  paid.4 

It  is  evident  from  foregoing  citations  that  often  assessors  are 
p’oorly  paid.  The  assessor’s  task  requires  knowledge,  skill, 
honesty,  and  hard  work.  If  assessment  work  is  to  be  improved, 
it  is  evident  that  the  cost  of  assessing  must  be  increased.  Unjust 
and  unequitable  assessments  are  expensive  at  any  price. 

SATISFACTORY  ASSESSMENT  MACHINERY 

Without  effective  machinery  for  making  assessments,  it  is 
impossible  to  reach  the  standards  set  up  in  the  previous  section 
for  satisfactory  assessments.  Much  of  the  assessment  machinery 
now  in  use  in  the  various  states  is  considered  by  students  of 
taxation  to  be  inefficient.  In  its  essential  elements,  the  assess- 
ment machinery  in  use  today  is  very  similar  to  that  used  by  the 


1 Missouri  General  .Revenue  Laws,  1919  ; Sec.  12816. 

2 Wisconsin  Tax  Commission,  Wisconsin  Tax  Laws,  Assessment  and  Collection 
of  Taxes , 1920,  Chapter  7,  Section  10876. 

3 F.  D.  Bidwell,  Taxation  in  New  York  State,  1918,  pp.  158-159. 

4 Indiana  Laws  of  Taxation,  1926,  Secs.  136,  137,  138. 


Improvement  of  Local  Assessment  of  Property 


41 


colonists,1  although  the  extent  and  character  of  property  to  be 
assessed  and  the  amount  of  revenue  to  be  raised  is  far  different 
from  that  of  Colonial  times.  For  the  most  part,  the  task  of 
assessing  property  for  tax  purposes  is  still  entrusted  to  elected, 
untrained,  and  often  poorly  paid  assessors.  The  question  to  be 
answered  is,  “What  kind  of  assessment  machinery  should  be 
developed?” 

THE  PRESENT  ASSESSMENT  MACHINERY 

The  assessment  district  is  the  county  in  twenty-f  our  states,  the 
township  in  sixteen  states,  a combination  of  both  township  and 
county  in  seven  states,  and  in  Delaware  the  “hundred.”  The 
assessors  are  elected  in  forty-one  states,  appointed  in  six  states, 
and  the  elected  county  auditor  is  ex  officio  assessor  in  Ohio. 
Attention  is  called  to  the  fact  that  many  cities  have  appointed 
assessors  even  though  election  of  assessors  is  the  rule  in  the 
state.  The  state  tax  commission  or  similar  body  in  forty-two 
states  has  some  supervisory  powers  over  local  assessments,  but 
in  six  states  the  tax  commission  has  no  supervisory  powers  over 
local  assessment  work.2 

Assessments  are  subject  to  review  by  some  sort  of  a local 
board  of  review  in  all  states  except  Maine.3  The  boards  of 
review  are  composed  of  ex  officio  members  in  thirty-one  states, 
partly  of  n'on-ex  officio  members  and  partly  of  ex  officio  mem- 
bers in  two  states,  entirely  of  non-ex  officio  members  in  eleven 
states,  in  Arkansas  and  Delaware  the  “assessing  boards”  also 
conduct  the  review  of  assessments,  and  in  New  Hampshire  the 
selectmen  may  abate  taxes.  Rhode  Island  was  not  included  in 
the  report  on  this  topic.  The  assessor  is  a member  of  the  board 
of  review  in  six  states  (besides  Arkansas  and  Delaware).  The 
members  of  the  county  executive  board  are  usually  the  ex  officio 
members  of  the  board  of  review.  Except  in  five  states,  the  board 
of  review  has  the  right  t'o  review  assessments  on  its  own  motion. 
All  boards  of  review  have  the  right  to  review  assessments  upon 
receipt  of  a complaint  from  a taxpayer.  The  taxpayer  may 


1 Philip  Nichols,  Taxation  in  Massachusetts,  1922,  1-25  ff. 

2 National  Tax  Foundation,  Federal  and  State  Tax  Systems,  1930. 

3 The  following  data,  unless  otherwise  indicated,  was  taken  from  R.  Wayne 
Newton  and  W.  O.  Hedrick,  Farm  Real  Estate  Assessment  Practices  in  Michigan 
1928,  pp.  72-80. 
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appeal  from  the  decision  of  the  local  board  of  review  to  the 
county  board  of  review  and  then  to  the  state  board  of  review 
if  such  boards  are  available  in  his  state.  The  taxpayer’s  final 
appeal  may  be  taken  to  the  courts.1 

The  tax  machinery  'of  the  state  government  is  headed  either 
by  a board,  the  most  common  name  for  which  is  “state  tax  com- 
mission,” or  by  an  officer,  usually  called  the  “state  tax  commis- 
sioner.” The  tax  commissioner  or  the  members  of  the  state  tax 
commission,  as  the  case  may  be,  are  appointed  in  forty-two 
states,  elected  in  four  states,  in  Oklahoma  part  of  the  members 
of  the  tax  commission  are  appointed  and  part  are  elected,  and 
in  Texas  one  member  of  the  commission  is  ex  officio  a member 
and  the  other  members  are  appointed  to  office.2  Data  reported 
by  Newton  and  Hedrick  for  thirty-nine  states  show  that  the  tax 
commissions  in  twenty-four  have  the  power,  and  in  fifteen  do 
not  have  the  power,  to  review  original  assessments  on  their  own 
motion.  Eleven  states  out  of  thirty-nine  reported  on  do  not 
have  the  power  to  review  original  assessments  upon  receipt  of 
complaint  from  taxpayers.  Twenty-seven  state  tax  commissions 
have  the  power  to  order  re-assessments,  but  twenty-one  do  not 
have  this  power.  Tax  commissions  in  fifteen  states  may  make 
re-assessments  with  their  own  agents,  seventeen  do  not  have  this 
power,  and  no  reports  were  given  on  the  remaining  states.  Seven- 
teen commissions  may  make  general  re-assessments  with  their 
own  agents  upon  receipt  of  complaint  from  taxpayers.  Of 
sixteen  states  reported  on,  eight  have,  and  eight  do  not  have  the 
power  to  review  local  equalizations  between  districts  on  the  tax 
commission’s  own  motion.  Twelve  of  these  sixteen  states  may 
review  equalizations  between  local  districts  on  appeal  from  the 
taxpayers.  Thirty-six  out  of  forty  states  have  state  equaliza- 
tions among  counties.  Twenty-two  out  of  the  forty  states  have 
state  equalizations  among  the  local  districts  within  the  counties. 
Twenty-six  out  of  forty  states  have  state  equalization  among 
classes  of  property  inside  the  county  or  local  districts. 

The  assessment  of  public  utilities  is  a difficult  task.  There 
is  a growing  sentiment  toward  giving  the  job  of  assessing  public 

1 J.  H.  Beale,  Cases  on  Taxation , 1922,  ff. 

2 Newton  and  Hedrick,  Op.  Cit.,  pp.  72-80. 
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utilities  to  the  state  tax  commission.  Forty  states  now  require 
the  state  tax  commission  to  assess  the  property  of  one  'or  more 
types  of  public  utilities.1 2 

The  functions  assigned  to  the  local  districts  and  the  functions 
assigned  to  the  state  tax  administration  vary  among  the  states. 
The  question  of  what  the  local  and  the  state  assessment  machin- 
ery should  be  now  arises. 

TAXATION  A STATE  FUNCTION 

Taxation  is  a state  function,  and  has  been  recognized  as  such 
by  students  of  government  and  by  the  courts.  Snavely  cites 
W.  B.  Monroe,  Government  of  American  Cities ; Dillon,  Munici- 
pal Corporations ; Chief  Justice  Marshall  in  the  celebrated  case 
of  McCulloch  vs.  Maryland ; Mr.  Justice  Harlan  in  the  case  of 
Cape  Girardeau  County  vs.  Hill,  118  U.  S.  68;  and  Coley  and 
Black,  Hand  Book  of  American  Constitution,  in  supporting  the 
contention  that  taxation  is  vested  in  the  state  govermnent,  and 
that  it  is  delegated  by  the  state  to  the  subordinate  governments.3 

Methods  by  which  the  state  may  exercise  its  powers  over  taxa- 
tion t’o  improve  assessments  will  be  discussed  under  two  main 
headings,  first,  that  the  state  make  all  assessments,  and,  second, 
that  the  state  increase  its  supervision  over  the  making  of  assess- 
ments by  the  subordinate  government.  Supervision  should 
include  equalizing  assessments  among  districts. 

SHOULD  THE  STATE  MAKE  ALL  ASSESSMENTS? 

Some  authorities  have  held  that  the  best  way  to  secure  equality 
in  assessments,  both  among  individuals  and  among  political 
subdivisions  of  the  state,  is  by  placing  the  duty  of  assessment  in 
the  hands  of  the  state.  The  theory  of  this  proposal  is  based  on 
the  claims  that  the  state  is  an  interested  party  in  all  tax  assess- 
ments ; is  neutral  to  local  interests,  and  is,  therefore,  better  able 
to  resist  selfish  local  influence ; is  the  one  agency  able  to  co- 
ordinate the  Work  of  assessors  among  districts ; is  able  to  provide 
more  elaborate  assessment  machinery  and  more  expert  technical 

1 Federal  and  State  Tax  Systems,  1931,  p.  74. 

’ For  detailed  discussion  of  the  functions  of  the  state  tax  commission,  see : 
Harley  L.  Lutz,  The  State  Tax  Commission,  1917. 

3 Tipton  R.  Snavely,  “Conflict  Between  State  Control  and  Local  Self  Govern- 
ment,” Proceedings  of  the  National  Tax  Conference,  1925,  pp.  129-142. 
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assistance  than  the  local  district  because  of  large  volume  of 
assessments  to  be  made ; and  would,  by  reason  of  additional  in- 
formation, be  able  to  increase  the  accuracy  'of  the  present  state 
assessment  of  public  utilities  and  similar  property  now  assessed 
by  the  state.  It  is  reasonable  to  hold  that  assessments  would  be 
more  nearly  uniform  throughout  a state  if  they  were  made  by 
one  agency. 

In  1912,  the  New  Mexico  Board  'of  Equalization,  composed 
of  the  Governor,  State  Auditor,  State  Secretary,  and  Traveling 
Auditor,  at  the  close  of  their  equalization  proceedings,  said : “We 
find  ourselves  unable  to  apply  general  and  effective  remedies  to 
a most  dplorable  condition  of  affairs.”  The  Board’s  opinions 
and  recommendations  were : 

“We  are  unanimously  of  the  opinion  that  it  is  impossible  to  even  hope 
for  anything  approaching  an  adequate  and  uniform  valuation  of  property 
for  purposes  of  taxation  under  the  present  system  by  which  the  work  is 
left  to  the  local  county  officers.  . . . We  believe  the  best  solution  of  these 
troubles  is  to  be  found  in  committing  the  whole  matter  of  assessment  to 
some  state  authority,  with  full  power  either  to  do  all  of  the  work  of 
valuation  of  the  property  in  all  parts  of  the  state,  or  to  supervise  such 
valuations  down  to  its  smallest  details.  We  believe  the  best  plan  would 
be  for  the  legislature  to  create  a state  board  of  assessors,  sufficient  In 
number  to  enable  its  members  to  do  all  the  assessing  of  property  in  all 
of  the  counties  in  the  state,  and  that  no  county  officer  should  have  any 
jurisdiction  whatever  in  this  work.  . . . Without  such  revolutionary  change 
in  the  whole  system  we  will  never  have  satisfactory  results.”1 

Eight  years  later,  1920,  a New  Mexico  Special  Revenue  Com- 
mission reported : 

“The  witnesses  who  appeared  before  us  were  unanimous  in  their  testi- 
mony that  the  system  of  locally  elected  county  assessors  had  broken 
down ; that  the  assessors  were  ordinarily  chosen  for  considerations  quite 
apart  from  their  technical  qualifications  or  efficiency;  and  that,  in  short, 
the  office  had  become  a political  football.  . . . We  recommend  that  the 
entire  assessment  procedure  be  centralized  and  professionalized ,”2 

The  New  Mexico  Special  Revenue  Commission  proposed  a 
centralized  assessment  organization,  which  was  to  be  headed  by 
a p'owerful  tax  commission  of  three  members  appointed  by  the 


1 New  Mexico,  Proceedings  of  Board  of  Equalization,  1912,  pp.  17-19. 

2 Report  of  the  New  Mexico  Special  Revenue  Commission,  1920,  pp.  26-29. 
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governor  for  terms  of  six  years.  The  tax  commission  was  to 
have  the  duty  of  assessing  public  utilities,  mines,  and  similar 
property;  and  of  appointing  the  county  assessors  and  their  depu- 
ties. The  work  of  the  county  assessor  was  t'o  be  supervised  by 
district  supervisors  who  were  also  to  assess  incomes  in  case  an 
income  tax  law  was  passed.  All  candidates  were  to  pass  a 
technical  civil  service  examination. 

The  commission  stated  that  the  cost  of  the  present  assessment 
system  was  $135,000  and  that  the  proposed  system  would  cost 
about  $50,000  more.  But  the  commission  claimed  that  there 
would  be  savings  “along  many  lines,”  such  as  collecting  taxes 
and  a reduction  in  the  number  of  tax  appeal  cases.1 

New  Mexico  did  not  adopt  the  commission’s  recommendations. 

Louisiana,  from  1879  to  1906,  had  a form  of  state  assessment. 
The  governor  appointed  the  parish  assessors  who  thereby  became 
state  officers.2  The  State  Constitution  provided  that  the  same 
assessments  should  be  the  basis  for  both  local  and  state  tax 
levies.  Available  information  does  not  indicate  what  state 
machinery  was  used  to  administer  the  assessment  work.  There 
is  no  evidence  to  indicate  that  the  machinery  was  either  ade- 
quate or  effective. 

The  old  assessment  system  was  not  satisfactory  to  Governor 
Blanchard  and  to  the  people.  Governor  Blanchard  advocated 
that  assessors  be  elected,  and  that  there  be  created  a “State 
Board  of  Equalization”  to  protect  the  interests  of  the  State  by 
equalizing  assessments  “as  between  parishes.”3 

The  changes  advocated  by  Governor  Blanchard  were  made 
by  the  Legislature  of  1906.  The  results  obtained  were  not 
satisfactory.  Governor  Blanchard,  in  his  final  message  to  the 
Legislature  in  1908,  recommended  certain  changes  to  strengthen 
the  Board  of  Equalization.  In  1912,  an  effort  was  made  to 
pass  a constitutional  amendment  designed,  among  other  things, 
to  segregate  the  sources  of  state  revenues.  It  failed  to  pass.4  In 

1 Ibid.,  p.  29. 

2 Governor  N.  C.  Blanchard.  1906.  As  quoted  in  the  Report  of  the  Louisiana 

Tax  Commission,  1925,  pp.  5-6.  “ ‘In  Louisiana  assessors  are  now  and  have 

heretofore  been  distinctively  State  officials,  their  responsibility  being  direct  to 
the  State  government.’  ” 

3 Report  of  the  Louisiana  Tax  Commission,  1925,  p.  7. 

4 Ibid pp.  8-12. 
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1916,  the  tax  administration  was  centralized  in  the  Board  of  State 
Affairs,  later,  1921,  changed  to  the  Louisiana  Tax  Commission. 
These  b'odies  improved  the  equalization  of  tax  assessments 
among  parishes,  but  the  results  were  still  unsatisfactory.  The 
trouble  seemed  to  lie  in  the  selection  and  work  of  the  assessors. 
The  1923  Report  of  the  Tax  Commission  contained  these  signifi- 
cant recommendations:  “Provide  forms  and  meth'ods — maps 
and  other  paraphernalia — that  will  bring  about  equalization  of 
taxes.  . . . Make  assessors  responsible  through  some  appointing 
power.”1 

Louisiana’s  experience  is  of  interest  as  showing  an  alnfost 
complete  cycle  from  state  assessment  to  purely  local  assessment 
with  some  attempt  at  equalization  by  the  state,  to  attempts  to 
segregate  revenues  for  state  uses,  to  endeavors  to  improve  assess- 
ment methods — including  classifications  of  property  for  tax 
purposes  to  be  put  into  effect  by  state  agencies.  Unrestricted 
and  unguided  local  assessment  was  not  the  solution  to  the  prob- 
lem in  Louisiana. 

Ohio  gave  the  experiment  of  state  appointed  assessors  an 
abortive  trial.  A special  tax  commission  in  1893  recommended 
a complete  plan  of  state  assessment  of  property  for  tax  purposes. 
It  was  not  adopted.2  “The  Warnes  Law  of  1913  introduced  the 
experiment  of  centrally  appointed  county  assessors  to  be  kn'own 
as  deputy  tax  commissioners.  ...  In  1915,  the  principle  of  central 
appointment  of  the  assessor  was  abandoned  and  locally  chosen 
tax  officials  were  once  more  provided.”'  The  tax  commission 
did  not  require  the  deputy  assessors  to  make  a general  re-assess- 
ment of  property  during  the  two  years  the  provision  was  in  force. 
Ohio’s  experiment  was  not  a valid  test  of  the  worth  of  state 
assessment.  It  did  show  popular  objection  to  state  assessment 
in  that  the  act  was  repealed. 

State  wide  re-assessments  such  as  those  made  by  Michigan  and 
Arizona  demonstrate  that  a centralized  state  assessment  body 
can  make  assessments  for  an  entire  state  which  are  acceptable. 

1 Ibid.,  p.  23. 

2 Harley  L.  Lutz,  The  State  Tax  Commission,  1918,  pp.  479-480. 

3 Ibid.,  p.  482. 

4 Ft.  Wayne  Newton  and  IV.  O.  Hedrick,  Farm  Real  Estate  Assessment  Prac- 
tices in  Michigan,  1928,  pp.  36-39. 

3 Report  of  the  Arizona  State  Tax  Commission,  1930,  pp.  13-14. 


Improvement  of  Local  Assessment  of  Property 


47 


There  is  a fundamental  and  well-founded  objection  in  the 
United  States  towards  over-centralization.  Calvin  Coolidge, 
while  President,  made  an  admirable  statement  of  the  dangers  of 
centralization,  which  is  quoted  here. 

“No  method  of  procedure  has  ever  been  devised  by  which  liberty  could 
be  divorced  from  local  self-government.  No  plan  of  centralization  has 
ever  been  adopted  which  did  not  result  in  bureaucracy,  tyranny,  inflexi- 
bility, reaction,  and  decline.  Of  all  forms  of  government,  those  admin- 
istered by  bureaus  are  about  the  least  satisfactory  to  an  enlightened  and 
progressive  people.  Being  irresponsible,  they  become  autocratic,  and 
being  autocratic,  they  resist  all  development.  Unless  bureaucracy  is 
constantly  resisted,  it  breaks  down  representative  government  and  over- 
whelms democracy.  It  is  the  one  element  in  our  institutions  that  sets 
up  the  pretense  of  having  authority  over  everybody  and  being  respon- 
sible to  nobody.”1 

The  next  quotation  taken  from  an  editorial  in  the  Bulletin  of 
the  National  Tax  Association,  March,  1916,  gives  us  a different 
view  point,  that  of  the  tax  administrator  and,  further,  presents 
a usable  philosophical  statement  of  the  relative  positions  of  the 
state  and  the  local  government  in  tax  assessment  problems. 

“The  difficulty  of  assessing  property  for  taxation  puts  a distinct  limit 
upon  the  degree  of  centralization  which  we  may  profitably  introduce  at 
the  present  time,  even  though  politics  be  eliminated.  In  the  writer’s 
opinion,  no  state  official  or  commission  should  even  desire  the  power  of 
appointing  all  local  assessors  and  thus  make  itself  responsible  for  the 
detailed  work  of  the  assessors.  It  is  a burden  too  heavy  for  any  state 
office.  It  concentrates  upon  such  office  responsibility  for  all  mistakes 
of  local  assessors  and  the  accumulated  criticism  which  assessment  must 
always  arouse.” 

“Moreover,  we  must  leave  an  important  place  in  the  tax  system  for 
local  initiative  and  self-government.  The  world  over,  even  in  the  most 
centralized  governments,  important  recognition  is  given  to  local  autonomy 
in  tax  administration.  Probably  the  greatest  administrator  that  the  world 
has  ever  known  was  Stein,  . . . the  father  of  the  Prussian  administrative 
system.  . . . Stein  repeatedly  opposed  excessive  centralization.  . . . We 
must  avoid  the  errors  of  excessive  home  rule  while  giving  to  local 
initiative  its  just  place.” 

“State  machinery  for  state  tasks ; local  machinery  for  local  tasks ; 
cooperation  between  state  and  local  machinery  at  all  times;  adjustment 

3 Calvin  Coolidge,  Excerpt  from  address  delivered  at  Williamsburg,  Va.,  May 
15,  1926. 
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of  local  differences  by  an  impartial  state  tribunal;  this,  we  believe,  is  the 
true  philosophy  of  the  subject.” 

The  proposal  that  the  state  government  be  charged  with  the 
duty  of  making  all  assessments  may  be  dismissed  as  being  unac- 
ceptable to  the  people ; probably  unworkable  over  a period  of 
time  in  practice ; and  opposed  to  the  historical  principles  of 
American  government  in  that  it  does  hot  leave  much  room  for 
local  participation  and  initiative  in  taxation. 

STATE  SUPERVISION  OF  ASSESSMENT  VERSUS 

COMPLETE  INDEPENDENCE  FOR  THE  LOCAL  REVENUE  SYSTEM 

Complete  independence  of  the  local  revenue  system  usually 
means  separation  of  sources  of  state  and  local  revenue  with 
little  or  no  state  supervision  of  local  taxation.  Lutz  says:  “The 
truth  seems  to  be  that  more  oversight,  and  not  less,  is  needed. 

. . . it  must  be  said  that  the  state  cannot  shift  or  evade  its 
responsibility  for  the  oversight  necessary  to  prevent  injustice  and 
inequality  in  local  assessments.”1  Lutz  found  that  the  work  :of 
the  state  tax  commission  had  been  a powerful  influence  for 
improving  local  assessments.2  The  1929  Special  California  Tax 
Commission  found  that:  “It  is  clear  from  these  illustrations  that 
uniform  interpretation  of  the  law  and  equal  assessments  can  only 
be  obtained  through  an  extension  of  state  control  over  local 
assessment  proceedings.”3  The  California  Special  Tax  Commis- 
sion accepted  Lutz’s  contention  that  separation  'of  sources  of 
state  and  local  revenue  did  not  release  the  state  from  its  obliga- 
tion of  assuring  to  the  people  the  “equitable  application  of  the 
tax  laws.”4  The  special  North  Carolina  Tax  Commission  con- 
cluded that  state  supervision  was  necessary  to  secure  equal 
assessments:  . . and,  of  course,  an  equal  basis  of  valuation  in 

all  counties  can  be  approximated  only  by  assessment  carefully 

1 Harley  L.  Lutz,  The  State  Tax  Commission,  1918,  p.  628. 

2 Ibid.,  pp.  627-628. 

3 Final  Report  of  the  Special  California  Tax  Commission,  1929,  p.  129.  Also 
quotes  4.  California  adopted  a system  of  separate  sources  of  state  and  local 
revenues.  The  1929  Commission  critically  examined  the  results  of  this  system 
(pp.  42-52).  The  Commission  found  that  the  results  obtained  were  “a  substan- 
tial improvement  compared  with  the  situation  which  existed  previously  to  the 
course  chosen,  . . . has  proved  to  be  a blind  alley.”  p.  52. 

4 76 id..,  also  Harley  L.  Lutz,  ‘‘What  Should  a Permanent  Tax  Commission  Do?” 
The  Tax  Digest , March,  1928. 
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made  under  state  supervision.”1 2 3  Wisconsin’s  use  of  supervision 
as  a means  of  improving  local  assessments  (discussed  in  Chapter 
IV)  is  further  evidence  of  the  need  of  state  supervision. 

Against  the  array  of  evidence  indicating  the  need  of  state 
supervision  stands  the  action  of  Virginia  in  completely  separat- 
ing state  and  local  revenue  systems,  both  by  sources  of  revenue 
and  administration.2  3 As  yet  there  is  little  available  evidence 
showing  the  effect  in  Virginia  on  local  assessment.  In  the  light 
of  past  experience,  there  is  no  reason  to  expect  improvement  in 
assessment  as  a whole ; some  districts  will  have  improved  assess- 
ments, others  inferior  assessments,  depending  on  the  local 
officials. 

The  conclusion  to  be  drawn  is  that  complete  independence  of 
the  local  tax  system  from  all  state  control  will  not  solve  the 
assessment  problem,  but  it  will  greatly  increase  the  difficulty  of 
determining  the  true  taxable  property  wealth  of  school  districts. 
The  weight  of  evidence  indicates  that  the  justice  of  assessments 
is  increased  by  a reasonable  amount  of  state  supervision. 

STATE  AND  LOCAL  ASSESSMENT  MACHINERY 
AND  THEIR  MUTUAL  RELATIONSHIP 

The  question  of  the  amount  of  legal  authority  over  the  local 
assessment  machinery  which  should  be  retained  by  the  state  is 
an  important  one.  Retention  of  strong  mandatory  powers  by 
the  state  reduces  the  local  assessment  machinery  to  the  level  fof 
a subordinate  part  of  the  state  machine  which  defeats  the  aim 
of  local  self  control.  If  the  local  assessment  machine  is  under 
little  or  no  restraint  by  the  state,  the  state  is  powerless  to  secure 
performance  of  admittedly  desirable  functions  with  which  it  is 
charged.  Therefore,  it  is  necessary  that  a system  of  checks  and 
balances  be  created  in  order  that  the  state  and  the  local  assess- 
ment divisions  may  work  together  without  undue  imposition  by 
the  one  or  the  other. 

Fundamentally,  the  relation  of  the  state  to  the  local  assessment 
machinery  should  be  that  'of  guide,  adviser,  and  senior  collabora- 

1 Report  of  the  Special  North  Carolina  Tax  Commission,  1928,  p.  21. 

2 The  Tax  Code  of  Virginia , 1930,  Chapters  III  and  IV. 

3 Governor-elect  Harry  F.  Byrd,  “Suggestions  for  Tax  Reform,”  Addendum  to 
the  Report  of  the  Virginia  State  Tax  Commission,  1926,  p.  25. 
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tor.  Because  of  its  relationship  to  all  subordinate  governments, 
the  state  is  in  the  logical  position  to  conduct  the  training  of 
assessors,  assess  public  utilities,  decide  appeals  from  the  decisions 
of  the  local  districts,  and  exercise  leadership  in  improving 
assessments.  By  mutual  consent,  based  on  the  premises  of  effi- 
ciency and  economy,  the  local  district  may  well  turn  these  tasks 
over  to  the  state  with  no  loss  of  prestige. 

The  state  should  not  be  left  entirely  dependent  on  the  willing- 
ness of  the  local  districts  to  cooperate.  The  state  government 
owes  the  duty  to  all  the  people  to  protect  them  from  the  results 
of  obstinacy,  selfishness,  and  even  criminal  practices  of  district 
tax  officials  who  elect  not  to  cooperate.  This  may  be  accom- 
plished without  giving  to  the  state  tax  commission  the  power  to 
operate  the  local  assessment  machinery,  or  granting  dictatorial 
powers  over  the  local  assessors  to  the  commission.  The  three 
ordinary  methods  of  securing  acquiescence  are  regulatory  legis- 
lative enactments,  penalties,  and  rewards. 

The  two  penalties  which  would  be  the  most  applicable  are 
removal  of  assessors  for  incompetency  and  the  re-assessment  of 
improperly  assessed  districts  by  state  agents  at  the  district’s 
expense.  The  penalty  of  removal  from  office  should  be  made 
applicable  to  the  members  of  the  body  which  appoints  and  exer- 
cises general  supervision  over  the  assssor  if  they  are  guilty  of 
inciting  the  assessor  to  non-compliance  with  the  assessment  laws 
and  obstinate  disregard  of  the  admonitions  of  the  state  tax  com- 
mission concerning  their  failure  to  comply  with  the  laws.  The 
assessor  should  not  be  penalized  for  the  acts  of  his  employer, 
but,  if  he  is  at  fault,  he  should  be  removed  from  office.  Every 
precaution  should  be  taken  to  avoid  the  necessity  of  the  second 
penalty,  re-assessment.  Re-assessment  should  be  ordered  only 
when  substantial  equality  has  not  been  obtained  among  indi- 
viduals or  among  classes  of  property.  Under-assessments, 
which  are  uniform,  may  be  corrected  by  making  a blanket  per- 
centage increase  in  the  assessment. 

The  one  important  reward  proposed  for  pdoper  assessments  is 
the  conditioning  of  all  grants-in-aid  on  satisfactory  assessment 
by  the  local  community.  Some  persons  may  claim  that  the  with- 
holding of  the  grants-in-aid  would  be  a penalty.  Conditioned 
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grants-in-aid  has  been  listed  here  as  a reward  because  one  of  the 
purposes  of  the  grants  is  to  encourage  the  local  government  to 
engage  in,  or  perform  more  satisfactorily,  certain  enterprises. 
This  penalty  is  discussed  in  detail  in  Chapter  IV. 

SOME  FEATURES  OF  THE  ASSESSMENT  MACHINERY 

Only  those  features  of  the  assessment  machinery  which  are 
not  now  in  common  use,  but  which  are  thought  to  be  desirable, 
and  features  of  debated  worth  will  be  discussed.  Attention  is 
given  to  what  constitutes  a well  organized  assessment  machine 
extending  from  the  local  community  through  the  state  gov- 
ernment. 

SIZE  OF  THE  LOCAL  ASSESSMENT  DISTRICT 

The  size  of  the  local  assessment  district  influences  the  entire 
administrative  assessment  organization.  The  principles  of  econ- 
omy and  efficiency  dictate  that  the  assessment  district  should 
be  as  large  as  possible  and,  if  possible,  still  be  coextensive  with 
the  chief  local  governmental  body.  If  the  districts  are  small,  a 
large  number  of  assessors  must  be  employed,  which  means  poorly 
trained  and  poorly  paid  assessors  who  devote  only  a small  part 
of  their  time  to  assessment  work.  Poor  pay  and  part  time  work 
can  attract  only  the  less  efficient  men  or  persons  who  expect 
to  do  the  assessment  work  as  a “side  line”.  All  authorities  on 
assessment  work  agree  that  assessment  is  not  a part  time  job. 
A New  York  Legislative  Committee  reported  that: 

“The  collection  of  information  on  ownership  and  on  sale  prices,  asking 
prices,  mortgages,  rents,  insurance,  and  other  clues  to  value  must,  from 
its  very  nature,  be  continuous.  . . . Full-time  and  fully-paid  service  is 
indispensable  as  a means  of  freeing  the  assessor  from  the  presence  of 
‘personal  interests’.  . . . The  under-assessment  of  customers,  the  penaliz- 
ing of  competitors  and  the  payment  of  personal  debts  through  tax 
exemption  have  not  been  unknown.  There  seems  to  be  no  method  of 
escaping  this  situation  without  cutting  the  assessor  loose  from  the  tempta- 
tion by  paying  him  a salary  sufficient  to  command  his  entire  time, 
enthusiasm  and  loyalty.”1 

Accepting  the  principle  of  full-time  employment  for  assessors, 
the  next  step  is  to  determine  the  size  of  the  assessment  district 


1 Report  of  the  New  York  Special  Joint  Committee  on  Taxation  and  Retrench- 
ment, Retrenchment  Section,  1920,  p.  129. 
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necessary  to  justify  the  employment  of  a full-time  assessor.  The 
five  boroughs  comprising  New  York  City  are  assessed  by  field 
men  who  assess,  on  the  average,  7,221  parcels  of  real  estate. 
The  Rochester  Bureau  of  Municipal  Research  held  that  the 
assessors  in  Rochester  should  be  able  to  assess  a larger  number 
of  parcels  of  real  estate  in  that  city  than  in  New  York  City  due 
to  the  smaller  value  per  parcel.  The  Bureau  recommended  a 
field  staff  of  nine  persons,  including  a chief  assessor  and  an 
engineer,  and  an  office  force  of  eleven  for  the  assessment  of 
the  80,000  parcels  in  Rochester.1  In  agricultural  sections,  the 
number  of  parcels  of  real  estate  which  could  be  assessed  by  one 
man  probably  would  be  less  than  in  urban  districts  due  to  travel 
distances.  Furthermore,  an  assessor  in  a small  district  is  called 
upon  to  perform  many  duties  not  required  of  field  workers  in 
a large  city  assessment  office. 

Township  assessment  districts  are  too  small  as  is  shown  by 
recommendations  of  tax  commissions.  The  1930  Iowa  Joint 
Legislative  Committee  recommended  the  abolishment  of  the 
elective  township  assessment  system  on  the  grounds  that : “No 
tax  commission  can  function  effectively  when  working  through 
2354  locally  elected  officials  who  devote  not  more  than  one-sixth 
bf  their  time  to  the  business  of  assessing  property.  . . . The  state 
Board  acting  through  ninety-nine  county  assessors,  can  gradually 
build  up  a well  coordinated,  properly  balanced  system  of  assess- 
ment and  tax  administration,  with  lines  of  authority  radiating 
directly  from  the  central  board  to  each  county  as  the  unit  of 
administration.”2  In  1929,  a special  commission  in  Arkansas 
recommended : “That  the  township  assessment  system  be  abol- 
ished and  county  equalization  boards  be  restored.”3 4  A special 
New  Jersey  commission,  which  has  investigated  all  phases  of 
local  government  in  that  State,  recommended  that  the  duties  of 
“assessment  and  collection  of  taxes”  be  assigned  to  the  county.* 

1 Rochester  Bureau  of  Municipal  Research,  Inc.,  Report  of  the  Assessment  of 
Real  Property  in  the  City  of  Rochester,  1921,  pp.  15-16. 

2 Report  of  the  Iowa  Joint  Legislative  Committee  on  Taxation  and  the  State 
Board  of  Assessment,  1930,  pp.  14-15. 

3 The  Special  Honorary  Commission  Appointed  by  Gov.  John  E.  Martineau, 
Arkansas  Business  Laws  and  Taxation,  1929,  p.  189. 

4 The  Commission  to  investigate  County  and  Municipal  Taxation  and  Expend- 
itures, Report  No.  1,  The  Organization,  Functions  and  Expenditures  of  Local  Gov- 
ernments in  New  Jersey,  1931,  p.  215. 


Improvement  of  Local  Assessment  of  Property 


53 


Georgia  has  a large  number  of  small  counties.  Lutz  recommend- 
ed for  Georgia  that  assessment  districts  be  formed  “in  which 
two,  three  or  even  more  small  weak  counties  be  combined.”  The 
more  populous  counties  were  to  have  assessors  of  their  own.1 
The  county  is  the  assessment  district  in  twenty-four  states. 

The  report  of  a recent  investigation  in  New  York  throws  some 
light  on  the  size  of  districts  which  have  efficient  and  economical 
assessment  systems.2  According  to  this  investigation,  the  two 
first  class  cities  in  New  York,  five  out  of  the  ten  second  class 
cities,  and  eleven  out  of  forty-seven  third  class  cities  (less  than 
50,000  population)  have  reasonably  complete  assessment  systems. 
Only  two  of  the  eleven  third  class  cities  are  ranked  in  the  lower 
half  of  the  cities  in  population.  “Only  one  city  and  two  towns 
in  the  state  with  populations  of  less  than  10,000  have  succeeded 
in  installing  and  administering  adequate  assessment  systems.” 
There  are  932  towns  in  New  York.  In  1932,  it  was  found 
during  an  investigation  of  six  selected  counties:  “That  the  costs 
of  assessment  per  capita  and  per  $1,000  of  assessed  valuation 
were  higher  in  the  towns  than  in  the  cities  in  the  same  counties, 
in  spite  of  the  fact  that  the  quality  of  the  assessment  work  done  in 
the  cities  was  better  than  that  in  the  towns.  . . . The  expenditure 
for  assessment  represented  a percentage  of  the  total  expenditures 
almost  five  times  higher  in  the  towns  than  in  the  cities.”3  The 
1932  report  concludes  : “It  is  not  improbable  that  good  assessment 
systems,  even  in  some  of  the  towns  with  populations  of  as  much 
as  5,000,  will  be  unduly  c'ostly  whether  measured  in  costs  per 
parcel,  in  costs  per  $1,000  of  full  value,  or  in  the  percentage  of 
total  expenditures  incurred  for  the  purpose  of  installing  and 
administering  the  system.”4 

The  1932  report  notes  as  significant  the  fact  that  rural  assess- 
ment systems  have  not  been  as  highly  developed  as  the  city 
systems.  Cities  have  copied  from  the  more  progressive  cities. 

1 Harley  L.  Lutz,  The  Georgia  System  of  Revenues,  Its  Problems  and  Their 
Remedy,  1930,  p.  118. 

2 Report  of  the  New  York  State  Commission  for  the  Revision  of  the  Tax 
Laws,  1932.  Memorandum  No.  3.  Assessment  and  Equalization  for  Taxation  in 
New  York  by  the  National  Institute  of  Public  Administration,  pp.  22-29. 

3 Ibid.,  pp.  27-28. 

4 Ibid.,  p.  28. 
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Apparently  the  rural  assessment  districts  should  not  be  smaller 
than  the  county.  Cities  of  more  than  50,000  population  probably 
should  be  independent  assessment  districts.  Third  class  cities 
of  less  than  50,000  population  probably  could  be  included  in  the 
county  if  efficient  assessment  systems  were  put  into  operation 
in  the  c'ounty. 

SELECTION,  TENURE,  AND  SALARY  OF  ASSESSORS 

Many  authorities  on  tax  administration  have  described  the 
importance  of  the  assessor’s  work  in  the  tax  system.  The  central 
idea  in  such  descriptions  is  that : “The  weak  link  in  our  assess- 
ment chain  is  the  assessor.  It  is  in  the  beginning  of  the  assess- 
ment, in  the  work  done  or  left  undone  by  the  local  assessor,  that 
the  fundamental  defect  in  our  tax  system  is  to  be  found.”  The 
qualities  most  commonly  named  as  being  essential  in  assessors 
are  character,  intelligence,  judgment,  industry,  experience,  and 
technical  information. 

There  are  two  common  ways  of  selecting  assessors,  by  election 
and  by  appointment.  Where  election  is  the  practice,  the  assessor 
is  often  chosen  riot  for  his  ability  but  because  he  is  “a  good 
fellow,”  “he  needs  a job,”  “he  is  a loyal  party  worker,”  or  “he 
can  command  political  support.”  As  the  result  of  election  on 
such  grounds,  the  assessor  is  often  untrained,  inexperienced, 
subject  to  domination  by  political  friends,  and  occasionally  not 
particularly  interested  in  the  problems  of  the  assessor’s  office. 
An  honest  but  incompetent  assessor  may  do  much  damage  to  the 
tax  system  through  faulty  assessment  vdork.  A dishonest 
assessor  may  use  his  office  to  favor  his  friends,  pay  his  political 
debts,  injure  a rival,  and  even  to  pay  his  financial  debts.1  A 
Tennessee  assessor  applied  for  a job  with  a coal  company,  but 
he  did  not  get  it.  He  raised  the  coal  company’s  assessment  from 
$109,000  to  $500,000.  The  dompany  had  great  difficulty  in 
“having  a portion  of  the  increase  removed.”2 


1 Report  of  the  New  York  Special  Joint  Committee  on  Taxation  and  Retrench- 
ment, Retrenchment  Section,  1920.  p.  129. 

2 Report  of  the  Tennessee  Committee  to  Investigate  Assessment  and  Taxation, 
1915,  pp.  15-16. 
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Authoritative  opinion1  on  the  problems  of  selection,  tenure, 
and  salary  of  assessors  is  in  substantial  agreement  on  the  main 
principles,  although  differing  somewhat  in  details.  The  trend 
lof  opinion  is  that  assessors  should  be  appointed  by  some  execu- 
tive board  or  officer  who  is  thereby  made  responsible  for  the 
operation  of  the  assessor’s  office.  The  county  executive  board 
for  the  county,  and  the  mayor,  with  the  consent  of  the  council, 
for  the  city,  appear  to  be  the  logical  agencies  in  which  to  vest 
the  appointing  power.  It  is  probably  both  unwise  and  unneces- 
sary to  give  to  the  state  tax  commission  the  power  t)o  appoint 
assessors.  But  the  state  tax  commission  should  be  charged  with 
the  training  of  assessors  and  with  the  general  supervision  of  the 
technical  work  of  assessing.  The  state  tax  commission  should, 
therefore,  have  the  authority  to  recommend  to  the  appointing 
authority  the  removal  of  the  assessor.  In  extreme  cases,  the 
state  tax  commission  should  have  the  p*ower  either  to  remove 
or  to  bring  court  action  for  the  removal  of  assessors.  Other- 
wise, the  state  tax  commission  practically  would  have  only 
advisory  supervisory  powers  over  the  assessors.  The  appointing 

1 Selected  authorities  consulted.  A.  Report  of  Committee  on  Methods  of  Se- 
lecting Assessors,  Proceedings  of  the  National  Tax  Conference,  1915,  pp.  196-207. 
The  Committee  reported  four  plans  ranging  from : “That  they  be  selected  from  a 
civil  service  list  for  an  indefinite  term  and  be  removable  only  for  cause ; and 
that  they  devote  all  their  time  to  the  duties  of  their  office,”  to  the  simple 
provision  that  assessors  be  required  to  pass  a civil  service  examination. 
B.  R.  Wayne  Newton  and  W.  0.  Hedrick,  Farm  Real  Estate  Practices  in 
Michigan,  1928,  pp.  51-61.  They  cite  the  Report  of  the  Committee  of  the 
National  Tax  Association  on  A Model  Plan  of  State  and  Local  Taxation 
and  seven  state  tax  investigation  reports  as  having  recommended  since  1914  that 
the  state  tax  commission  be  given  supervisory  power  over  the  assessor  and  the 
power  to  remove  him  from  office  for  cause.  C.  Excerpts  from  the  Massachusetts 
Special  Committee’s  report  on  taxation,  1916,  as  quoted  in  the  Bulletin  of  the 
National  Tax  Association,  Vol.  I,  p.  53.  D.  Report  of  the  New  York  Special 
Joint  Committee  on  Taxation  and  Retrenchment,  Retrenchment  Section.  1920, 
pp.  117-120.  “Not  a single  city  which  now  has  an  appointive  assessor  expressed 
dissatisfaction  or  the  desire  to  return  to  the  elective  system.  In  fact,  the  cities 
with  the  appointive  system  were  emphatic  in  their  claims  that  petty  politics  had 
been  eliminated  from  the  work  of  assessment  by  the  adoption  of  the  appointive 
system  and  the  methods  of  publicity  and  review  that  accompany  it.”  E.  Tax 
Laws  of  Maryand,  1929,  Article  81,  Secs.  32,  171.  The  county  assessors  in 
Maryland  are  appointed  by  the  board  of  county  commissioners,  but  in  Baltimore 
they  are  appointed  by  the  Appeal  Tax  Court.  The  State  Tax  Commission  de- 
termines the  number  of  assessors  which  shall  be  appointed.  “And  for  incompe- 
tence or  any  other  cause,  the  State  Tax  Commission  shall  have  authority  and  the 
power  to  dismiss  and  discharge  any  such  County  Assessors.”  The  State  Tax 
Commission,  at  its  discretion,  may  either  require  the  county  commissioners  to 
appoint  a new  assessor  or  the  commission  may  make  the  appointment  itself. 
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body  should  have  the  power  to  remove  the  assessor  for  cause. 
The  assessor  should  have  the  right  to  appeal  to  the  state  tax 
commission  and  then  to  the  courts  if  he  considers  his  removal 
to  be  unjustifiable.  These  conditions  seem  to  be  in  accordance 
with  sound  administrative  principles. 

The  problem  of  the  tenure  of  office  for  the  assessor  is  an 
important  one.  Most  authorities  favor  employing  the  assessor 
either  for  the  duration  of  efficient  service  and  good  behavior  or 
for  terms  of  four  or  six  years.  Assessors  should  be  eligible  for 
reappointment.  Assessing  is  a task  that  requires  long  experience 
and  wide  information  for  efficient  work.  Experienced,  trained, 
and  competent  men  should  be  kept  as  assessors  as  long  as 
possible. 

All  authorities  are  agreed  that  the  salaries  of  assessors  should 
be  sufficient  to  attract  and  hold  competent  men. 

SUPERVISION  OF  ASSESSMENT 

It  has  been  shown  in  previous  sections  that  the  state  tax 
commission  should  exercise  supervisory  powers  over  local  assess- 
ment. Supervision  of  assessment  should  include  training  of 
assessors  before  they  make  assessments,  provision  of  record 
forms  and  other  materials  needed  in  assessment  which  can  be 
supplied  most  economically  by  a central  ^organization,  and  the 
exercise  of  general  oversight  over  the  process  of  assessing. 

There  is  no  adequate  argument  for  permitting  a man,  who  is 
not  thoroughly  acquainted  with  assessment  work,  to  take  over 
the  (office  of  assessor  and  proceed  to  make  assessments.  The 
state  tax  commission  should  be  given  the  duty  of  training  all 
assessors.1  The  lectures,  question  boxes,  and  similar  devices  used 
during  assessor’s  conferences  are  all  helpful,  but  more  definite 
training  is  needed  by  the  new  assessors. 

The  need  of  uniform  record  forms,  field  books,  assessor’s 
manuals,  and  similar  materials  is  self  evident.  The  methods  used 
in  assessing  should  be  standardized  as  far  as  possible.  The  state 

1 In  1930,  the  New  York  State  Tax  Commission  arranged  with  the  Institute  of 
Municipal  Affairs  of  the  University  of  Buffalo  to  offer  a one  week  course  for 
assessors.  The  proposal  appears  to  have  met  with  the  hearty  approval  of  the  as- 
sessors when  it  was  announced  to  them.  Proceedings  of  the  Seventh  Conference 
of  Local  Assessors  and  the  Fourteenth  State  Tax  Conference,  Albany,  N.  Y.,  1930, 
pp.  164-166. 
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tax  commission  is  the  body  which  should  be  responsible  for  the 
preparation  of  such  materials  and  for  promoting  the  better 
assessment  methods. 

Assessors  may  need  technical  assistance  in  appraising  unusual 
property.  New  York  provides  expert  appraisal  assistance  for 
assessors  who  request  such  aid.  The  expert  reports  his  valuation 
of  the  property  to  the  assessors  “for  their  consideration  in 
fixing  the  value  of  the  property  for  the  purpose  of  taxation.  . . . 
The  popularity  of  the  service  is  indicated  by  the  many  requests 
for  it.”1  Oregon  is  providing  similar  appraisal  service  for  its 
assessors.2 

Supervision  of  assessment  should  operate  toward  more  inclus- 
ive and  accurate  assessments,  and,  at  the  same  time,  it  should 
secure  data  on  which  to  determine  whether  or  not  equalization 
of  assessments  is  needed  among  districts  and  the  amount  of  the 
equalization  needed,  if  any.  In  order  to  supervise  assessments, 
the  state  tax  commission  should  have  in  its  employ  a number 
of  supervisors  of  assessments  and  a technical  and  statistical 
staff  to  support  the  supervisors  and  to  render  special  services 
that  may  be  needed.3  The  supervisors  of  assessment  may  be  able 
to  supervise  several  counties,  depending  on  the  size  of  the 
counties  and  whether  or  not  there  are  county  or  township  assess- 
ment districts.  Experience  has  proved  that  the  supervisor  of 
property  assessments  should  not  be  supervisor  of  income  taxes. 
Income  tax  supervision  requires  a trained  accountant.  It  is 
difficult  to  find  men  who  are  both  accountants  and  property 
appraisers.  Supervisors  of  property  assessments  should  be 
charged  with  the  duty  of  collecting  sales  data  and  other  data 
indicating  property  values  which  may  be  used  in  equalization  pro- 
ceedings. The  supervisors  of  assessment  should  be  full  time 
employees,  and  should  be  paid  a salary  sufficient  to  hold  compe- 
tent men.  When  assessment  work  is  not  in  progress,  the  super- 
visors may  be  employed  in  collecting  data,  hearing  appeals  from 

1 Report  of  the  New  York  State  Tax  Commission,  1922,  p.  29. 

2 Report  of  the  Oregon  Tax  Commission,  1929-1930,  p.  8. 

3 The  data  on  which  these  statements  are  based  was  drawn  from  a study  of  the 
Wisconsin  system,  and  data  from  interviews  with  tax  officials  in  various  states. 
The  Wisconsin  system  is  discussed  more  fully  in  a later  chapter.  Tax  Laws  of 
Maryand,  Article  81,  Sees.  166,  168,  170.  Indiana  Tax  Laws,  Secs.  160,  161,  162, 
164,  171,  177,  189. 
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assessments  for  the  tax  commission  and  placing  omitted  property 
on  the  tax  rolls.  The  Indiana  field  men  in  1930  placed  approx- 
imately $20,000,000  of  omitted  property  on  the  tax  rolls  from 
which  the  state  derived  a revenue  of  approximately  $58,0002 
Indiana,  in  1930,  employed  six  field  men  who  were  paid  salaries 
of  $3,000  each.  Adequate  supervision  of  assessment  pays  large 
returns  in  increased  justice  and  equality  in  assessments  among 
tax  districts  and  among  taxpayers. 

MACHINERY  FOR  DECIDING  TAX  APPEALS 

The  work  of  the  most  capable  assessors  is  bound  to  contain 
some  errors.  There  are  always  some  taxpayers  who  will  attempt 
to  secure  reductions  of  just  assessments.  Unfortunately,  those 
who  protest  assessments  often  secure  lower  assessments  than 
their  neighbors  who  pay  their  taxes  without  questioning  the 
assessment.  It  is  not  uncommon  to  find  the  estates  of  widows 
and  orphans  over  assessed,  as  was  found  to  be  the  case  in  Ten- 
nessee.1 2 The  assessment  machinery  should  provide  for  the 
protection  of  those  who  for  such  causes  as  lack  of  knowledge  of 
methods  of  procedure  or  lack  of  funds  are  unable  to  adequately 
protect  their  interests.  It  should  not  be  necessary  to  appeal  to 
the  courts  for  redress  from  an  unjust  assessment. 

The  assessor  should  have  in  his  office  adequate  evidence  of 
the  value  of  property  such  as  maps  showing  foot  fbontage  values 
for  each  street,  building  schedule  cost  data,  and  similar  materials. 
The  assessor  is  then  able  to  meet  the  aggrieved  property  owner, 
listen  to  his  complaint,  and  either  show  adequate  cause  for  the 
assessment  or  make  reasonable  corrections  as  the  facts  may 
indicate.  The  taxpayer,  who  has  had  his  day  in  court  with  the 
assessor,  is  usually  satisfied.3 

Cases  on  which  the  owner  and  the  assessor  can  not  agree  must 
be  submitted  to  some  agency  for  adjudication.  The  review 
should  be  both  prompt,  inexpensive,  and  impartial.4  The  two 


1 Data  furnished  by  Mr.  L.  S.  Bowman,  Secretary,  Indiana  State  Tax  Commis- 
sion. 

2 Report  of  the  Committee  to  Investigate  Assessments  and  Taxation,  Tennessee, 
1915,  p.  9. 

3 John  A.  Zangerle,  Principles  of  Real  Estate  Appraising,  1927,  p.  229. 

4 R.  M.  Haig,  Report  of  the  New  York  State  Commission  for  the  revision  of 
Tax  Laws,  1932,  p.  242.  Also  memorandum  No.  3,  pp.  29-32. 
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general  types  iof  agencies  are  the  courts  and  some  form  of  a 
review  board.  Due  to  expense,  delay,  and  lack  of  information 
on  the  part  of  the  courts,  few  tax  authorities  favor  making  the 
courts  the  adjudicating  agency  for  assessment  disputes.  In 
theory  and  in  practice,  the  owner  may  take  his  case  directly  to 
a board  of  review,  present  his  facts  and  receive  due  and  immedi- 
ate consideration  with  little  or  no  expense  to  himself.  In  at  least 
twenty-eight  states,  the  taxpayer  may  appeal  to  the  state  tax 
commission  from  the  decisions  of  the  local  boards.1  Unfortu- 
nately, some  local  boards  discourage  the  taxpayer  from  protesting 
against  assessments  by  raising  the  assessments  of  those  protest- 
ing, by  meeting  and  adjourning  without  hearing  the  appeals,  and 
by  other  methods.  A few  state  tax  commissions  have  been  known 
to  employ  similar  tactics.  Therefore,  it  is  necessary  that  the 
taxpayer  have  a final  recourse  in  the  courts. 

As  far  as  possible,  incorrect  assessments  should  be  corrected 
without  waiting  for  appeals  from  the  taxpayer  affected.  The 
Maryland  law  requires  the  supervisors  of  assessment  to  report 
all  assessment  which  they  consider  improper  to  the  State  Tax 
Commission.2  Provisions  looking  toward  the  same  end  are 
included  in  the  Wisconsin  Tax  Laws.3  Review  of  assessment 
and  the  hearing  of  grievances  is  a quasi-judicial  function.  It 
should  be  performed  by  a board  rather  than  by  a single  man. 
The  board  of  assessors  which  made  the  assessment  should  not 
conduct  the  review  of  assessments.  It  has  been  found  that  a 
review  by  a chief  assessor  of  the  work  of  his  subordinates  is 
fairly  satisfactory,  as  he  is  not  reviewing  his  own  assessment. 
“In  Middletown,  which  has  a single  assessor,  a board  of  appeal, 
two  appointed  by  the  mayor  and  one  by  the  Council,  is  created 
to  hear  the  complaints.”  This  indicates  one  method  of  selecting 
the  board  of  tax  appeals  or  tax  review.  The  Committee  recom- 
mended that : “Except  in  the  largest  cities  of  the  state,  . . . this 
board  of  review  should  be  composed  of  three  to  five  city  officials 
serving  ex  officio.  The  experiences  of  our  cities  indicate  that 


1 R.  Wayne  Newton  and  W.  0.  Hedrick,  Farm  Real  Estate  Assessment  Prac- 
tices in  Michigan , 1928,  p.  78. 

2 Tax  Laws  o £ Maryland,  1929,  Art.  81,  Sec.  168. 

3 Wisconsin  Tax  Laws,  Assessment  and  Collection  of  Taxes,  1920,  Ch.  VII,  Sec. 
1087b. 
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this  is  entirely  practicable  and  that  the  board  itself  will  not  be 
compelled  to  hear  any  great  number  of  appeals.”1 

In  Missouri,  the  county  court  functions  fairly  satisfactorily  as 
a board  of  appeals.  Two-thirds  of  the  Missouri  counties  have  a 
single  elected  county  assessor ; the  remaining  counties  have 
township  assessors.  In  Pennsylvania  and  Maryland,  the  board 
of  county  commissioners  act  as  the  board  of  tax  appeals.  These 
bodies  are  all  interested  in  the  proper  administration  of  the 
county  finances. 

MACHINERY  FOR  EQUALIZING  ASSESSMENTS  AMONG  DISTRICTS 

There  is  need  of  some  form  of  machinery  to  equalize  assess- 
ments among  tax  districts.  Despite  every  effort  to  insure  just 
assessments,  there  will  be  times  when  some  districts  will  not  be 
assessed  at  the  same  rate  as  other  districts.  Some  authorities 
favor  the  common  practice  of  the  county  board  of  review 
equalizing  among  districts  within  the  county  and  the  state  tax 
commission  equalizing  among  counties.  There  appears  to  be  a 
growing  sentiment  favoring  placing  the  equalization  function 
entirely  in  the  hands  of  the  state  tax  commission.  About  one- 
half  of  the  states  now  have  substantially  state  equalization  among 
districts.  The  New  York  Special  Joint  Committee  on  Taxation 
and  Retrenchment’s  summary  of  their  investigation  is  one  of  the 
best  statements  on  this  problem.  The  committee’s  conclusions 
may  be  accepted  as  being  significant. 

“The  facts  and  testimony  presented  before  this  Committee  indicate 
that  present  methods  of  equalization  by  the  boards  of  supervisors,  by  the 
equalization  boards  appointed  by  the  supervisors,  and  by  special  boards 
of  equalization  have  all  failed  to  produce  satisfactory  or  equitable  results. 
Your  Committee  has  come  to  the  conclusion  that  little  can  be  done  to 
remedy  this  situation  under  the  present  system  of  county  government 
which  leads  to  the  settlement  of  all  matters  on  the  basis  of  local  constit- 
uencies, and  the  familiar  tactics  of  log-rolling.  We  believe  also  that 
scientific  equalization  will  require  the  employment  of  a trained  technical 
staff  to  collect  and  classify  the  facts  upon  which  the  equalization  must 
rest.  Inasmuch  as  the  State  Tax  Department  is  now  required  to  gather 
just  such  information  as  the  basis  of  its  equalization  of  special  fran- 
chises, your  Committee  is  of  the  opinion  that  the  entire  question  of 

1 Report  of  the  Special  Joint  Committee  on  Taxation  and  Retrenchment,  Re- 
trenchment Section,  1920,  pp.  124-125,  132-134. 
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equalization  should  be  turned  over  to  the  same  body.  This  would  elimi- 
nate local  jealousies,  duplicating  machinery  and  organization,  and  ineffi- 
cient methods.  It  would  make  possible  the  introduction  of  fair  equaliza- 
tions at  a minimum  of  expense.”1 

Methods  of  equalization  are  discussed  more  fully  in 
Chapter  III. 

STATE  ASSESSMENT  OF  CERTAIN  TYPES  OF  PROPERTY 

Experience  seems  to  show  that  certain  types  of  property  can 
be  assessed  better  by  a central  state  assessment  body  than  by 
local  assessors.  The  properties  most  frequently  assessed  by  the 
state  tax  commission  or  similar  body  are  railroads,  telephone  and 
telegraph  companies,  electric  power  lines,  pipe  lines,  and  similar 
public  utility  property.  In  forty  states,  part  or  all  of  the  public 
utility  property  is  assessed  by  the  state.2  In  many  cases,  the 
property  of  public  utilities  involves  more  than  one  tax  district. 
The  market  value  of  the  property  lies  in  its  connection  with  all 
parts  of  the  system.  It  is,  therefore,  difficult  to  assess  a part 
of  the  system  without  reference  to  its  position  in  the  system. 
Public  utilities  are  seldom  sold  as  units  on  the  open  market  which 
fact  adds  to  the  difficulty  of  their  assessment.  The  assessment 
of  the  entire  property  of  a public  utility  corporation  permits  the 
use  of  methods  which  can  not  be  used  if  only  parts  of  the  cor- 
poration were  to  be  assessed.  Some  of  the  methods  listed  for 
use  by  the  Special  California  Tax  Commission  were  the  “stock 
and  bond  method,”  “capitalization  of  net  earnings,”  and  “engi- 
neering bases,”  such  as  the  “historical-cost-less-depreciation 
method,”  and  “reproduction-cost-less-depreciation.”3  Similar 
arguments  might  be  advanced  for  the  assessing  of  all  large  cor- 
porations by  some  state  assessment  body.  It  has  already  been 
stated4  that  some  states  are  furnishing  expert  appraisers  to  assist 
assessors  in  the  assessment  of  corporations. 


1 Ibid.,  p.  134. 

2 National  Tax  Foundation,  Federal  and  State  Tax  Systems,  1930,  Summary 
Tables. 

3 Final  Report  of  the  California  Tax  Commission,  1929,  pp.  52-57. 

4 Section  on  Supervision  of  Assessments. 
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RESEARCH  FUNCTION 

The  total  state  and  local  governmental  expenditures  amount  to 
nearly  $6, 800, 000,000/  There  is  need  for  investigation  of  all 
phases  of  the  raising  and  expending  of  this  enormous  sum.  Im- 
proved methods  of  raising  and  safeguarding  the  expenditure  of 
public  funds  are  needed. 

The  state  tax  commission  should  foster  research  in  public 
finance.  Along  with  research  should  go  the  education  of  the 
public  concerning  public  finance  problems. 

SOME  MEASURES  FOR  IMPROVING  ASSESSMENTS 

There  are  a number  of  devices  for  the  improvement  of 
assessments  which  are  not  commonly  used  that  deserve  consid- 
eration. Some  of  the  more  important  of  these  measures  are 
reviewed  in  this  section. 

CADASTRE  SYSTEM 

France,  Austria,  and  Germany  use  the  cadastre  system  in 
taxing  land.  The  cadastre  is  based  on  an  accurate  land  survey, 
a classification  of  the  lands  into  type  classes  and  sub  classes 
according  to  fertility,  and  estimates  of  productive  values  based 
on  crop  production  on  sample  plots.  Forty-three  years  were 
required  for  the  completion  of  the  French  cadastre.  The  original 
Austrian  cadastre  required  thirteen  years  and  an  expenditure  of 
$12,000,000  for  its  completion.1 2  A cadastre  must  be  revised 
from  time  to  time  to  provide  for  changes  in  land  conditions. 
Ely3  says  “that  in  spite  of  its  imperfection  the  French  cadastre 
is  extremely  useful.” 

The  tax  on  land  under  the  cadastre  system  is  not  a tax  on  the 
market  value  but  a tax,  or  more  nearly  a form  of  rent,  based  on 
the  relative  productivity  of  all  lands. 


1 National  Educational  Association.  “Facts  on  School  Costs,”  Research  Bulle- 
tin, Vol.  X,  No.  5,  1932,  p.  213,  Data  for  1930. 

2 John  Van  Sickle,  “Taxation  of  Land  in  Austria,”  Journal  of  Land  and  Pub- 
lic Utility  Economics,  April,  1925,  pp.  215-225  ff. 

3 Richard  T.  Ely,  “Taxation  of  Land,”  Proceedings  National  Tax  Conference, 
1921,  pp.  276-277. 
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AVAILABLE  AMERICAN  LAND  ECONOMIC  SURVEYS 

Ely1  recommended  a general  economic  and  social  land  survey 
of  the  country  as  a basic  requirement  for  the  solution  of 
land  policies  and  tax  problems.  The  agriculture  conference 
called  by  President  Harding  advocated  that  the  land  policies  of 
the  nation  be  based  on  the  classification  of  land  according  to  the 
purposes  for  which  it  is  best  adapted.2 

Two  types  of  surveys  have  been  made  of  a large  part  of  the 
United  States — geological  surveys  and  soil  surveys.  The  Geolog- 
ical Survey  Bureau  had  by  1928  published  topographic  maps  of 
42  per  cent  of  the  area  of  the  United  States.3  Topographic  maps 
show  such  items  as  relief,  geographic  and  cover  features,  and 
certain  geological  data.  At  least  sixty-four  symbols  are  used  on 
topographic  maps  to  show  various  conditions. 

Soil  surveys  have  been  made  of  more  than  one-third  of  the 
counties  in  the  United  States.  It  is  a settled  government  policy 
to  domplete  the  soil  survey  of  the  entire  United  States.  Soil 
survey  work  is  not  excessively  costly."  “The  functioin  of  the  soil 
survey  is  to  investigate,  classify,  and  describe  the  nature  and 
occurrence  of  soils  in  the  field.”5  The  topographic  map  is  the 
most  used  base  map  for  soil  surveys.  The  soil  map  accompanies 
a bulletin  containing  a discussion  “of  the  topography,  climate, 
agriculture,  and  the  soils  of  the  area  under  consideration.”6 ' 5 

Michigan  is  now  making  a land  economic  survey.9  The  data 
reported  in  the  economic  survey  include  land ; streams  and  roads ; 
improvements,  topography,  etc. ; cover,  including  forests,  swamp, 
grass,  cultivated  lands,  etc.  In  all  more  than  fifty  symbols  are 
used  in  indicating  all  possible  combinations.  The  “economic 

1 Ibid. 

2 P.  S.  Lovejoy,  “Theory  and  Practice  of  Land  Classification,’’  Journal  of  Land 
and  Public  Utility  Economics,  April,  1925,  p.  164. 

3 Data  given  on  Topographic  Maps,  1928. 

4 Melton  Whitney,  Field  Operations  of  the  Bureau  of  Soils,  U.  S-  Dept,  of  Agri- 
culture, 1913,  p.  33. 

3 T.  L.  Lyon  and  H.  O.  Buckman,  The  Nature  and  Properties  of  Soils,  1929, 
pp.  154-155. 

6 “Status  of  Soil  Surveys,  by  States,”  Yearbook,  U.  S.  Dept,  of  Agriculture, 
1925,  p.  1448. 

1 Charles  H.  Seaton,  “Uses  of  the  Soil  Survey,”  Yearbook,  U.  S.  Dept,  of  Agri- 
culture, 1920,  p.  415. 

8 Paul  Emerson,  Principles  of  Soil  Technology,  1930,  p.  53. 

9 P.  S.  Lovejoy,  “Theory  and  Practice  of  Land  Classification,”  Journal  of  Land 
and  Public  Utility  Economics,  April,  1925,  pp.  164-173  ff. 
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inventory”  includes  many  social  and  economic  fact'ors  relating 
to  land;  such  as:  character  of  landholder — “owner”  “speculator,” 
“lumber  firm,”- — census  data,  and  tax  data. 

Some  of  the  data  contained  in  geologic,  soil,  and  economic 
surveys  are  of  little  direct  value  to  assessors.  But  the  value 
to  tax  administrators,  who  are  trained  in  their  use,  of  reliable 
maps  and  bulletins  describing  the  population,  streams,  roads, 
typography,  soil,  cover  utilization  and  assessed  valuations  is 
apparent.  Assessors  should  develop  ways  of  using  the  various 
survey  reports  now  available  and  thus  increase  the  uniformity 
and  precision  of  assessments. 

TAX  MAPS  AND  OTHER  ASSESSMENT  MATERIALS 

Authorities  on  assessment  are  agreed  that  tax  maps  showing 
the  location,  size,  and  front  foot  value  of  each  parcel  of  urban 
land  should  be  prepared  for  use  in  the  larger  villages  and 
cities.  Depth  rules  should  be  adopted  for  estimating  value  of 
lots  of  different  depths  and  for  lots  fronting  on  more  than  'one 
street.  Tables  showing  construction  costs  of  various  classes  of 
buildings  are  commonly  prepared  and  used  by  the  more  efficient 
assessing  bodies.  The  use  of  cost  tables  enable  the  assessor  to 
check  his  opinion  of  the  value  of  a building  against  the  average 
cost  of  constructing  similar  buildings.  Similarly,  depreciation 
tables  are  used  by  some  assessors.  Maps  and  tables  of  this  sort 
are  so  well  known  that  they  need  not  be  discussed  further  here. 

Uniformity  of  assessments  throughout  a state  can  be  improved 
by  coordinating  and  in  some  degree  standardizing  the  form  of 
soil  surveys,  tax  maps,  building  cost  tables,  and  depreciation 
tables.  The  Minnesota  Tax  Commission  has  adopted  an  inter- 
esting system  of  appraisal  cards  which  embody  the  use  of  much 
of  the  data  included  in  soil  surveys,  tax  maps,  building  cost 
tables,  and  depreciation  tables.1  Values,  of  course,  will  vary  for 
the  different  parts  of  a state. 

It  should  be  remembered  that  assessing  is  a task  requiring 
experience,  knowledge  of  values,  and  excellent  judgment  on  the 
part  of  each  individual  assessor.  The  use  of  tax  maps,  costs 
tables,  depreciation  tables,  and  similar  devices  can  never  super- 

1 Minnesota  Tax  Commission,  Instructions  and  Suggestions  to  Assessors  Rela- 
tive to  Use  of  Appraisal  Cards.  Also  1928,  Assessor’s  Manual,  ff. 
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cede  the  judgment  of  a competent  assessor;  they  are  only 
valuable  aids.  Assessment  work  can  not  be  standardized  except 
in  the  general  methods  employed  in  assessment.1 

MANDATORY  REPORTING  OF  REAL  ESTATE  SALES  PRICES 

It  is  essential  that  assessors  know  the  prices  for  which  real 
estate  is  selling.  The  same  information  is  needed  for  equaliza- 
tion purposes.  As  a rule,  real  estate  is  sold  at  private  sale.  It  is, 
therefore,  often  impossible  for  the  assessor  to  learn  the  selling 
price. 

Tax  officials  are  united  in  favoring  the  compulsory  reporting 
of  sales  prices  to  the  assessor  or  the  recorder  of  deeds.  It  would 
be  satisfactory  to  tax  officials  if  the  law  would  require  that 
all  sales  price  information  be  held  as  confidential  as  is  now  the 
case  in  income  assessments.2 

In  1914,  the  Nebraska  Special  Commission  on  Revenue 
reported : “Proposals  requiring  true  consideration  to  be  given  ion 
deeds  or  else  on  separate  sworn  statements  for  use  of  assessors 
have  been  recommended  by  several  tax  commissions  and  bills  to 
that  effect  have  been  introduced  in  Arizona,  Illinois,  New  York, 
Pennsylvania,  Rhode  Island,  Utah,  and  Wisconsin.  As  far  as 
we  have  learned  no  state  has  enacted  such  a law.”3  The  last 
statement  is  probably  true  today.  Tax  Commissions  continue  to 
plead  for  some  form  of  a compulsory  reporting  law ; for  exam- 
ple New  Jersey  in  1928.4 

Under  the  Federal  stamp  tax,  a stamp  tax  is  paid  in  propor- 
tion to  the  reported  sale  price  of  the  property.  Often  prices 
higher  than  those  paid  are  reported  in  order  tJo  create  fictitious 
values,  or  for  other  reasons.  Lower  prices  may  be  reported  in 
some  cases.  But  enough  true  prices  are  reported  to  be  of  great 
value  to  the  tax  officials  in  their  work.  The  hisfory  of  stamp 
taxes  on  property  transfers  shows  that  they  are  repealed  during 
prosperous  times  and  imposed  when  other  revenue  sources  fail. 
A more  certain  system  of  ascertaining  real  property  sale  prices 
than  the  stamp  tax  reports  is  needed. 


1 For  further  discussion  see  literature  in  field  of  property  appraising. 

2 Report  of  the  Ohio  State  Tax  Commission,  1927,  p.  7. 

2 Report  of  the  Nebraska  Special  Commission  on  Revenue,  1914,  pp.  66-67. 

4 Report  of  the  New  Jersey  Board  of  Tax  Assessments,  1928,  pp.  12-13. 
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PUBLICATION  OF  ASSESSMENTS 

One  of  the  strongest  arguments  for  the  adoption  of  the 
modern  systems  of  assessment  is  the  fact  that  the  assessments 
can  be  published  on  tax  maps  or  in  other  ways  and  thus  either 
demonstrate  the  equality  of  assessments  or  permit  property 
owners  to  protest  inequalities.1 2 The  action  of  the  Chicago 
Teachers  Federation  in  appealing  in  1927  to  the  Illinois  Tax 
Commission3  to  enforce  the  Illinois  law  requiring  assessments 
to  be  published  brought  about  the  re-assessment  of  all  the  prop- 
erty in  Chicago.  This  is  an  outstanding  example  of  the  effect 
of  publication  of  assessments. 

Boyle’s  summary  of  his  findings  concerning  the  publication  of 
property  assessment  lists  is  significant. 

“Many  states  are  indifferent  on  this  subject;  a few  are  strongly  in 
favor  of  it ; a large  minority  are  opposed  to  it,  particularly  as  now 
administered.  I am  more  than  ever  convinced,  however,  that  publicity 
of  real  estate  assessment  lists  must  be  had.  The  best  form,  as  stated 
above,  is  the  tax  map.  The  next  best  form  is  in  booklet  by  local 
divisions,  arranging  the  items  not  in  alphabetical  order,  but  in  some 
geographic  order,  as  along  certain  streets,  or  highways,  so  that  any 
person  can  instantly  see  how  both  he  and  his  neighbor  are  assessed.”4 

It  may  be  concluded  that  the  publication  of  real  estate  assess- 
ments is  desirable.  Publication  of  personal  property  assessments 
may  be  of  less  importance  than  that  of  real  property,  for  the 
greatest  source  of  error  is  in  the  failure  to  find  personal  prop- 
erty for  assessment. 

FULL  VALUE  ASSESSMENT  AS  A CONDITION 
FOR  RECEIVING  STATE  SCHOOL  SUPPORT 

In  its  1928  report,  the  New  York  State  Tax  Commission 
made  the  suggestion  that  full  value  assessments  be  made  a 
prerequisite  condition  for  receiving  state  school  support.5  The 
adoption  of  this  suggestion  would  operate  to  shift  the  burden  of 
proof  of  the  adequacy  of  assessments  from  the  state  to  the  com- 

1 W.  W.  Pollock  and  Karl  W.  H.  Seholz,  The  Science  and  Practice  of  Urban 
Land  Valuation,  1926,  pp.  55-77  ff. 

2 John  A.  Zangerle,  Principles  of  Real  Estate  Appraising , 1927,  pp.  223-229  ff. 

3 Report  of  the  Illinois  Tax  Commission,  1928,  pp.  163-183  ff. 

4 James  E.  Boyle,  “Publication  of  Assessments,  with  Special  References  to  the 
Income  Tax,”  Proceedings  of  tile  National  Tax  Conference,  1924,  p.  217. 

5 Report  of  the  New  York  State  Tax  Commission,  1928,  pp.  25-34. 
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munity.  The  state  would  withhold  the  state  school  funds  from 
the  communities  concerning  which  it  had  collected  sufficient 
evidence  to  show  that  their  assessments  had  not  been  made  at 
full  value.  The  districts  would  then  be  obliged  either  to  show 
that  their  assessments  were  at  full  value  or  to  bring  the  assess- 
ments up  to  full  value. 

Pond  investigated  the  problem  of  “Full  Value  Real  Estate 
Assessments  as  a Prerequisite  to  State  Aid  in  New  York.”1  Pond 
studied  the  extent  of  the  grants-in-aid  and  the  operation  of  the 
various  conditioning  provisions  for  federal  aid  for  forest  fire 
prevention,  highways,  and  education ; state  aid  for  education  and 
highways ; and  conditioned  aid  in  other  countries.  Pond  found 
that  the  recipients  of  the  grants-in-aid  complied  fully  with  the 
prerequisite  condition  of  the  grants,  and  that  in  almost  all  cases 
local  conditions  were  being  improved.2  Pond  states  that  the 
results  of  conditioned  grants-in-aid  in  Australia,  the  Canadian 
provinces  of  British  Columbia,  Ontario,  and  Quebec ; and  Great 
Britain  show  that,  “In  every  instance,  conditioned  state  aid  either 
was  accomplishing  or  had  accomplished  its  purpose.”3 

Webb  quotes  a distinguished  array  of  British  statesmen  as 
favoring  conditioned  grants-in-aid  on  these  grounds : 

“It  is  therefore  not  surprising  to  find  this  system  of  Grants-in-Aid 
upheld  by  such  great  authorities  as  Lord  Balfour  of  Burleigh,  Sir  George 
Murray,  and  the  late  Sir  Edward  Hamilton.  ‘In  the  administration  of 
national  services,’  says  the  first  named,  with  the  concurrence  of  the 
others,  ‘it  is  of  the  utmost  importance  that  the  Central  Authorities  should 
endeavor  to  secure  uniformity,  efficiency,  and  economy,  and  with  this 
object  I am  of  the  opinion  that  it  should  be  invested  with  extensive 
powers  of  control.  Such  powers  may  be  most  effectively  exercised  if 
accomplished  by  a system  of  Grants-in-Aid.’  ”4 

Webb  shows  that  grants-in-aid  involve  close  cooperation 
between  the  local  communities  and  the  central  government. 


1 Published  under  above  title  as  a Special  Report  of  the  State  Tax  Commis- 
sion,” No.  3,  1931. 

2 Ibid.,  pp.  133-134.  Pond  was  confronted  by  numerous  difficult  problems  in 
securing  and  treating  his  statistical  data.  If  there  are  errors  in  his  work,  they 
probably  do  not  affect  his  general  conclusions. 

3 Ibid.,  p.  150 

4 Sidney  Webb,  Grants  in  Aid;  a Criticism  and  a Proposal,  Rev.  Ed.,  1920,  p. 
21.  Webb  quoted  from  the  Final  Report  (Minority)  of  the  Local  Taxtaion  Com- 
mission, England,  1901,  p.  82. 
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Webb’s  summary  is  of  wide  interest,  for  the  securing  of  just 
assessments  is  only  one  phase  of  the  effects  of  grants-in-aid. 

“It  has  accordingly  become  an  axiom  of  political  science  that,  with  our 
English  administrative  machinery,  Grants-in-Aid  of  Local  Government 
are  indispensable — (i)  for  any  mitigation  of  the  inequalities  of  burden; 
(ii)  to  secure  effective  authority  for  the  necessary  supervision  and 
control  of  the  National  Government;  (iii)  to  encourage  the  kind  of 
expenditure  most  desirable  in  the  interest  of  the  community  as  a whole; 
and  (iv)  to  make  it  possible  to  attain  anything  like  a universal  enforce- 
ment of  the  ‘National  Minimum’  that  Parliament  has  prescribed.”1 

From  the  foregoing  discussion  it  may  be  concluded  that  condi- 
tioning state  grants  for  school  support  on  satisfactory  assess- 
ments by  the  school  district  is  at  least  a plausible  proposal  for 
aid  in  securing  better  assessments.  The  chief  opposition  proba- 
bly would  come  from  persons  who  did  not  understand  the 
importance  of  the  problem,  and  from  districts  which  were 
obtaining  unfair  advantages  under  the  present  system. 

SUMMARY 

Local  school  funds  are  raised  almost  wholly  by  property  taxes. 
Therefore,  the  amount  of  wealth  taxable  under  the  property  tax 
system  is  the  most  obvious  measure  of  the  ability  of  school 
districts  to  support  schools.  At  the  present  time,  the  assessments, 
both  among  counties  and  among  school  districts  within  counties, 
are  frequently  seriously  unequal.  The  two  methods  of  securing 
reliable  measures  of  total  taxable  property  are : first,  by  accurate 
and  uniform  original  assessments,  and  second,  by  equalization 
lof  assessments  among  districts.  The  first  of  these  methods  was 
discussed  in  this  chapter. 

Property  assessments  are  usually  satisfactory  when  four 
criteria  have  been  met.  The  criteria  are  reasonable  “inclusive- 
ness”, “precision”,  “frequency”,  and  “economy”. 

Inclusiveness  is  probably  the  most  difficult  condition  to  obtain. 
Personal  property  is  the  type  of  property  which  most  frequently 
escapes  assessment.  The  extent  to  which  personal  property 
evades  assessment  is  enormous.  The  principal  methods  which 


1 Op.  Cit.,  p.  26. 
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have  been  used  to  secure  the  listing  of  personal  property  are : the 
requirement  of  sworn  statments,  the  provision  of  heavy  penalties 
for  evasion,  the  employment  of  special  agents  known  as  “tax 
ferrets”  to  discover  and  list  hidden  property,  the  collection  of 
evaded  taxes  from  probated  estates,  the  use  of  county  records 
to  discover  mortgages  and  secure  debts,  and  the  classification 
of  personal  property  for  taxation  at  a low  rate  of  levy.  None 
of  these  measures  has  proved  to  be  very  effective.  Classification 
and  collection  of  evaded  taxes  from  estates  have  probably  been 
the  most  effective.  The  device  of  assessing  and  collecting  taxes 
on  money  on  deposit  from  banks  has  been  fairly  successful.  The 
mortgage  and  secured  debts  recording  tax  has  been  successful 
in  reaching  such  property.  Some  forms  of  tangible  personal 
property,  such  as  live  stock,  machinery,  and  stock  in  trade,  are 
commonly  reported  for  assessment.  Many  other  items  of  tangi- 
ble personal  property  are  too  trivial  to  justify  the  time  and 
expense  for  a complete  report.  In  short,  it  is  practically  impossi- 
ble to  secure  adequate  inclusiveness  of  personal  property  on  the 
assessment  rolls.  Modification  of  the  general  property  tax  to 
permit  the  exemption  of  certain  types  of  property  and  the  use 
of  substitute  taxes  for  the  property  tax  on  many  forms  of  per- 
sonal property  may  be  needed.  Thorough  assessment  work  is 
usually  sufficient  to  secure  the  listing  of  practically  all  real 
property  on  the  tax  rolls. 

Precision  in  assessments  is  difficult  to  obtian.  Little  space 
was  given  to  problems  involved  in  appraising  property.  These 
problems  are  adequately  treated  in  the  many  works  on  appraising. 
The  employment  of  honest,  fearless,  capable,  and  experienced 
men  as  assessors;  supported  by  adequate  records,  maps,  sales 
data ; given  adequate  supervision  by  the  state  tax  commission ; 
and  the  payment  of  adequate  salaries  with  reasonable  certainty 
of  tenure  of  office,  are  probably  the  most  effective  means  for 
securing  reasonable  precision  in  assessments.  The  most  common 
manifestation  of  lack  of  precision  is  in  under-assessment.  All 
assessments  should  be  made  in  accordance  with  the  legal  stand- 
ard. The  use  of  fractions  of  full  value  as  the  legal  standard 
appears  to  be  chiefly  the  recognition  of  the  practice  of  assessing 
at  less  than  the  legal  standard.  In  some  cases,  the  employment  of 
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commercial  appraisal  companies  to  value  property  for  assess- 
ments may  be  justified,  but,  as  a rule,  local  assessment  machin- 
ery should  produce  reliable  and  reasonably  precise  assessments. 

Annual  assessment  of  personal  property  is  by  far  the  most 
favored  frequency.  Twenty-five  states  assess  real  property 
annually,  ten  assess  it  every  two  years,  and  nine  assess  it  every 
four  years. 

Available  data  are  too  inadequate  to  permit  drawing  conclu- 
sions concerning  the  optimum  cost  of  assessment.  Apparently 
it  is  possible  to  secure  reasonably  adequate  assessments  with  an 
expenditure  of  public  funds  which  is  not  exorbitant.  Unequal 
assessments  are  the  most  expensive  possible  assessments. 

OUTLINE  OF  DESIRABLE  MACHINERY  FOR  ASSESSMENT 

The  tax  machinery  provided  affects  the  original  assessments, 
the  equalization  of  assessments,  and  the  use  of  various  special 
devices.  For  these  reasons  a rather  extended  outline  of  desirable 
tax  machinery  is  included  at  this  point. 

The  part  of  the  assessment  machine  which  is  operated  by  the 
state  government  should  protect  the  interests  of  the  state  in 
assessments,  and  it  should  render  certain  services  to  the  local 
districts  which  can  be  most  economically  and  effectively  furnish- 
ed by  a central  governmental  body.  The  assessment  machinery 
of  the  state  government  is  centered  in  the  state  tax  commissions 
and  its  various  subdivisions.  The  state  assessment  machinery 
has  two  chief  functions:  state  assessment  of  public  utilities  and 
supervision  of  local  assessment.  The  more  important  duties 
which  should  be  assigned  to  the  state  tax  commissions  are : 

1.  To  assess  all  public  utilities,  banks  and  trust  companies, 
and  commercial  and  manufacturing  companies  which  have  units 
in  several  districts,  for  example,  chain  stores. 

2.  To  establish  minimum  assessment  procedures  and  devices 
such  as  field  books,  tax  maps,  office  records,  and  reports. 

3.  To  conduct  civil  service  examinations  for  assessors  and 
other  appointive  officials  if  there  is  no  state  civil  service  able  to 
perform  this  duty. 

4.  To  conduct  schools,  conferences,  and  otherwise  train 
assessors  and  other  tax  officials.  The  state  tax  commission 
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should  be  required  to  make  suitable  reports  to  the  local  authority 
which  exercises  supervision  over  the  assessor  concerning  the 
attendance  and  work  of  the  assessor  in  the  training  school  and 
conferences. 

5.  To  furnish  general  supervision  over  the  work  of  assess- 
ment. The  supervision  should  include  the  collection  of  sales 
data,  the  making  of  mass  assessments  of  samples  of  property,  the 
obtaining  of  further  data  which  may  be  used  in  determining  the 
rate  of  assessment  for  use  in  deciding  assessment  appeal  cases, 
and  in  making  equalization  of  assessments  among  tax  districts. 

6.  To  initiate  and  direct  state  wide  programs  for  the  im- 
provement of  assessments.  Examples  of  these  programs  are 
preparation  of  tax  maps,  revision  of  tax  maps,  and  classification 
of  lands  for  tax  purposes. 

7.  To  make  available  to  local  assessors  engineering  and  other 
technical  assistance  needed  in  the  assessment  of  unusual  prop- 
erty, for  example,  manufacturing  concerns,  mines,  and  depart- 
ment stores. 

8.  To  make  equalizations  among  districts. 

9.  To  make  re-assessment  of  districts  when  necessary.  The 
state  tax  commission  should  have  the  power  to  make  re-assess- 
ments, after  investigation,  upon  its  own  motion,  or  upon  receipt 
and  substantiation  of  the  petition  by  a reasonable  number  of 
taxpayers. 

“It  would  seem  that  . . . the  tax  commission  should  be  author- 
ized, upon  the  completion  of  a re-assessment,  to  force  local 
governing  bodies  to  so  adjust  their  tax  rates  that  the  revenues 
to  be  collected  would  be  the  same  as  though  no  re-assessment 
had  been  made.  Any  other  policy  may  result  in  an  increase  in 
taxes  due  to  changed  valuations.”1  Re-assessment  should  be  used 
only  as  a last  resort.  The  commission’s  decisions  should  be 
subject  to  appeal  to  the  courts. 

10.  To  hear  and  decide  appeals  from  state  and  local  assess- 
ments. The  commission’s  decisions  should  be  subject  to  appeal 
to  the  courts. 


1 Report  of  the  Illinois  Tax  Commission,  1928,  pp.  192-193. 
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11.  To  represent  or  to  assist  in  representing  the  local  tax 
districts  in  appeals  taken  by  taxpayers  from  the  decisions  of  the 
commission  to  the  courts. 

12.  To  decide  all  actions  brought  for  the  dismissal  of  local 
assessors  by  the  appointing  power  or  by  taxpayers  of  the  district 
concerned. 

13.  To  make  research  studies  of  assessment  problems. 

14.  To  promote  the  education  of  the  taxpayer  concerning 
assessment  procedures. 

The  present  elective  machinery  of  local  assessment  has  proved 
to  be  ineffective.  The  organization  and  functions  of  the  local 
division  of  the  assessment  machine  must  both  be  considered. 
The  local  division  should  contain  the  following  features : 

1.  The  assessment  district  should  be  large  enough  to  justify 
the  employment  of  one  or  more  full  time  assessors.  The  county, 
including  cities  of  50,000  or  less  population  would  constitute  a 
satisfactory  assessment  district.  Cities  of  10,000  or  more  popu- 
lation might  be  retained  as  districts. 

2.  The  assessor  should  be  appointed.  In  cities,  the  mayor, 
with  the  consent  of  the  council,  should  exercise  the  appointing 
power.  In  the  county,  the  executive  and  legislative  board  bf 
the  county,  variously  called  board  of  commissioners,  board  of 
freeholders,  county  court,  or  by  other  titles,  is  the  logical 
appointing  power. 

3.  The  body  that  appoints  the  assessor  should  exercise  gen- 
eral supervision  over  his  office.  The  city  and  county  supervising 
bodies  should  look  to  the  state  for  supervision  and  assistance  in 
the  technical  work  of  assessing. 

4.  The  assessor  should  appoint  his  assistants  and  office  staff 
with  the  approval  of  the  executive  board  of  the  county. 

5.  Applicants  for  appointment  as  assessors  and  assistant 
assessors  should  be  required  to  pass  a civil  service  examination 
and  to  complete  satisfactorily  the  training  course  for  assessors 
which  should  be  conducted  by  the  state  tax  commission. 

6.  Assessors  should  hold  office  during  good  behavior  and 
satisfactory  performance  of  the  duties  of  their  offices.  The  state 
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tax  commission  should  hear  and  decide  actions  brought  for  the 
removal  of  assessors  by  the  appointing  body  or  by  other  bodies. 

7.  The  salary  should  be  sufficient  to  attract  and  hold  compe- 
tent assessors. 

8.  The  assessor  should  be  supplied  with  adequate  records  and 
other  office  equipment  and  a sufficient  staff  with  which  to 
perform  the  duties  of  his  office. 

9.  The  assessor  should  assess  all  property  in  his  district  not 
assessed  by  the  state  and  make  reports  of  the  same  to  the  county 
and  to  the  state  tax  commission. 

10.  The  assessor  should  collect  and  make  available  to  the 
state  tax  commission  all  sale  prices  and  other  data  indicating 
property  values  in  the  district. 

11.  Provision  must  be  made  to  receive  and  decide  appeals 
from  assessments.  In  the  counties,  the  executive  board  *of  the 
county  may  be  assigned  this  duty.  In  the  cities,  a special  board 
may  have  to  be  constituted,  preferably  composed  of  ex  officio 
members.  Appeals  may  be  taken  from  the  decisions  of  the  local 
board  to  the  state  tax  commissions.  Final  appeals  from  any 
assessment  may  be  taken  to  the  courts. 


CHAPTER  III 


EQUALIZATION  OF  PROPERTY  TAX  ASSESSMENTS, 
WITH  EMPHASIS  ON  SALES  METHOD. 

INTRODUCTION 

The  discussion  in  Chapter  II  showed,  in  part,  the  difficulties 
in  the  way  of  securing  reasonably  accurate  and  uniform  assess- 
ments in  all  the  tax  districts  in  a state.  If  assessments  are 
unequal  among  districts,  they  should,  if  possible,  be  equalized. 
Many  states  have  made  provision  for  the  equalization  of  assess- 
ments among  districts.  This  chapter  is  devoted  to  a survey  of 
the  technique  used  in  making  equalizations  and  of  the  reliability 
of  the  results  which  may  be  expected. 

Equalization  of  total  assessments  among  districts  is  based  on 
the  assumption  that  the  assessments  within  a district  are  reason- 
ably uniform  among  taxpayers,  however,  it  is  a commonly 
accepted  fact  that  assessments  are  often  very  unequal  among 
taxpayers.  Assessments  may  be  equalized  among  taxpayers  by 
local  boards  of  equalization.  Inequalities  in  assessments  usually 
partially  compensate  for  each  other  in  the  computation  of  the 
average  ratio  of  assessed  to  true  value  of  the  property  in  a 
district.  The  blanket  increases  'or  decreases  in  total  assessments, 
which  should  be  made  in  order  to  bring  the  assessment  of  such 
districts  in  accord  with  the  average  for  the  state,  are  computed 
by  applying  the  average  assessment  ratios  to  the  total  assessed 
valuations. 

If  a state  property  tax  is  levied  by  the  application  of  the  state- 
wide rate,  actual  increases  or  decreases  in  the  local  assessments 
must  be  made,  but  n«o  actual  changes  in  assessments  need  be 
made  if  only  state  grants-in-aid  are  to  be  apportioned  to  districts 
on  the  basis  of  the  equalized  total  assessment.  The  figure  for 
the  true  property  assessment  base  for  each  district  may  be 
derived  in  the  same  manner  for  either  or  both  of  the  purposes 
just  mentioned. 


Equalization  of  Property  Tax  Assessments 


75 


Only  one  general  method  of  testing  the  accuracy  and  reliability 
of  local  assessments  is  commonly  used.  The  general  method  is 
to  compare  a sample  of  the  assessments  with  separately  deter- 
mined indices  of  the  market  value  of  the  same  property  and  thus 
derive  an  average  ratio  of  assessed  to  true  value  for  the  district. 
Some  of  the  data  used  as  indices  of  market  value  of  the  sample 
of  property  are : the  sale  prices  of  property  “sold  by  a willing 
seller  to  a willing  buyer,”  appraisals  made  by  agents  of  the 
state  tax  commission  or  other  governmental  bodies,  appraisals 
made  in  condemnation  proceedings,  appraisals  made  during  the 
settlement  of  estates,  reproduction  costs,  foot  front  values  as 
used  in  tax  maps,  and  opinions  of  persons  informed  on  local 
property  values.  In  short,  any  method  may  be  used  which  ap- 
parently provides  a reasonably  reliable  clue  to  the  market  value 
of  property. 

The  sale  prices  of  the  properties  sold  are  used  as  a principal 
base  for  determining  the  market  value  of  the  sample  of  prop- 
erty. A discussion  of  the  sales  method  of  equalization  must 
include  some  consideration  of  methods  for  supplementing  the  sale 
samples  of  property  when  they  are  too  small  to  be  reliable.  Such 
methods,  therefore,  need  not  be  discussed  separately. 

The  exact  status  of  equalization  in  the  various  states  is  difficult 
to  discover.  In  1928,  Dr.  John  A.  H.  Keith,  Superintendent  of 
Public  Instruction  for  Pennsylvania,  sent  a letter  to  each  state 
tax  commission  asking  how  that  state  made  its  equalization.  Dr. 
Keith  gave  the  author  permission  to  examine  the  replies  to  his 
letter.  Some  forty  replies  were  received. 

Three  facts  seemed  to  stand  out  from  the  tabulated  replies 
to  Dr.  Keith’s  letter:  first,  that  the  equalization  of  assessments 
is  a very  difficult  task;  second,  that  the  majority  of  the  states 
were  doing  relatively  little  with  equalization ; third,  that  the 
sales  method  was  the  most  widely  used  method  of  equalizing 
assessments. 

THE  SALES  METHOD 

The  sales  method  of  equalizing  assessments  has  been  the  most 
widely  used  because  it  is  simple,  yet  logical,  in  theory,  and  it  is 
the  easiest  and  cheapest  to  use.  The  tax  laws  require  that 
property  shall  be  assessed  at  full  value  or  at  some  fraction  of  full 
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value.  “Full  value”  means  the  price  the  property  would  bring  on 
an  open  market  when  offered  by  a willing  seller  and  purchased 
by  a willing  buyer.  If  the  board  of  equalization  can  discover  the 
price  at  which  a sufficient  number  of  property  sold,  it  is  an  easy 
matter  to  determine  the  mathematical  ratio  of  the  sales  prices 
to  the  assessed  valuations  placed  on  the  same  properties  by  the 
assessor.  Assuming  that  the  assessors  assessed  all  properties  at 
the  same  rates  used  in  the  assessment  of  the  properties  which 
were  sold  in  the  district,  the  equalization  board  may  estimate 
the  true  taxable  wealth  of  the  district  by  applying  the  assessment 
ratio  to  the  total  assessed  valuation  of  the  district. 

The  sales  method  probably  has  been  used  more  extensively 
over  a period  of  years  in  Wisconsin  than  in  any  other  state.  The 
operation  of  the  sales  method  of  equalizing  assessments  was 
critically  evaluated  by  Thomas  S.  Adams  in  1908,  and  by  the 
Wisconsin  State  Tax  Commission  during  the  period  1923-1930. 

DEVELOPMENT  AND  ADMINISTRATION  OF  THE  SALES  METHOD 
OF  EQUALIZATION  IN  WISCONSIN 

The  Wisconsin  experience  with  the  sales  method  deserves 
careful  consideration.  In  Wisconsin,  the  first  law  requiring  the 
collection  of  sales  data  was  passed  in  1873.  The  sales  data  were 
not  used  extensively  in  equalizing  assessments  until  the  creation 
of  the  Wisconsin  Tax  Commission  in  1901.  The  use  of  sales 
data  by  the  Wisconsin  Tax  Commission  played  an  important  part 
in  the  raising  by  the  Commission  of  assessments  from  $630,000,- 
000  in  1900,  to  $1,436,000,000  in  1901.  In  1903,  the  duty  of 
administering  the  ad  valorem  tax  on  railroads,  and  in  1905,  the 
power  of  settling  disputed  county  equalizations  were  assigned  to 
the  Tax  Commission.  These  duties  required  that  the  Commis- 
sion have  adequate  data  on  which  to  base  and  to  defend  its 
decisions.  Sales  data  were  used  for  these  purposes.1 

The  Wisconsin  Legislature  provided  facilities  for  the  perform- 
ance of  the  duties  of  the  Tax  Commission.  In  1901,  the  office 
of  county  supervisor  of  assessments  was  created.  This  officer 
was  given  wide  powers.*  With  the  adoption  of  a state  income 


J Adams,  Thomas  S.,  “Valuation  of  Real  Estates  by  Wisconsin  Tax  Commis- 
sion,” Papers  and  Proceedings,  Minnesota  Academy  of  Social  Science,  1908,  p.  79. 
2 Report  of  the  Wisconsin  Tax  Commission,  1928,  p.  61. 
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tax,  the  office  of  county  assessor  of  incomes  was  created.  The 
new  officer  was  given  all  the  powers  of  the  former  supervisor 
of  assessments  and  in  addition  the  duty  of  assessing  the  new 
income  tax.  By  1928,  Wisconsin  had  been  divided  into  twenty- 
eight  income  assessment  districts.1  In  1927,  the  Legislature 
advanced  the  time  of  assessing  incomes  from  November  1 to 
June  1.  This  shift  in  time  of  assessment  of  incomes  necessitated 
a division  of  the  functions  between  two  officers,  an  assessor  of 
incomes  and  a deputy  who  acts  as  a supervisor  of  property 
assessment.2  The  results  obtained  by  combining  the  functions  of 
the  income  tax  assessor  and  property  tax  supervisor  were  never 
entirely  satisfactory.  The  income  tax  assessor  should  be  a man 
skilled  in  accounting  while  the  supervisor  of  property  assess- 
ments must  be  trained  in  the  technicalities  of  assessing  all  sorts 
of  property.  It  was  difficult  to  secure  men  qualified  to  perform 
both  types  of  work.3 

The  “county  supervisors  of  assessment”,  later  the  “assessors 
of  incomes”,  and  the  present  assessors  of  incomes  and  property 
tax  supervisors  always  have  been  state  officers.  They  have  been 
under  the  direct  control  of  the  Tax  Commission. 

The  commission  has  competent  supervisors  of  assessment  to 
collect  objective  data  on  which  to  base  its  equalization.  The 
judgment  of  the  supervisors  is  of  value  in  discussing  obvious 
errors  in  the  data  and  in  formulating  the  equalizations  indicated, 
in  part,  at  least,  by  the  sales  data. 

ADAMS’S  STUDY  OF  THE  SALES  METHOD 

In  1908,  Professor  Thomas  S.  Adams,  who  was  then  a mem- 
ber of  the  Wisconsin  Tax  Commission,  made  the  most  thorough 
study  of  the  sales  method  of  equalization  that  had  been  made 
up  to  that  time.  Adams’s  report  showed  a high  degree  of 
reliability  for  the  results  obtained  by  the  sales  method.  Other 
states  have  copied  the  sales  method  from  Wisconsin.  The 

1 Ibid. 

2 Ibid.,  p.  63.  Also  1930  Report,  p.  11.  The  Commission  recommended  to  the 
legislature  in  its  1928  report  that  the  deputies  he  designated  as  “supervisors  of 
assessment  and  equalization.’’  The  deputies  in  charge  of  property  assessments 
are  referred  to  in  the  Commission’s  reports  as  supervisors,  meaning  supervisors 
of  assessments. 

3 Ibid. 


78 


Measures  of  Ability  of  Districts  to  Support  Schools 


principal  arguments  and  findings  reported  by  Adams  should  be 
included  in  the  following  discussion.  As  cited  in  this  chapter, 
more  recent  experience  with  the  sales  method  has  demonstrated 
that  in  certain  respects  the  results  are  not  as  reliable  as  Adams’s 
findings  seemed  to  indicate.  Adams  describes  Wisconsin’s  use 
of  the  sales  method  during  a period  from  1901  to  1908,  as 
follows : 


“Each  sale  ' (as  reported  by  the  registers)  “is  accompanied  by  two 
valuations — the  selling  price  or  consideration  and  the  assessed  value.  The 
sales  for  each  assessment  district  are  tabulated  separately ; considerations 
and  assessments  are  added  and  a ratio  of  true  to  assessed  valuation 
secured.  This  ratio  is  then  applied  to  the  total  assessment  of  the  district. 

. . . The  result  is  known  as  the  annual  true  value.  The  process  just 
described  is  repeated  for  the  five  most  recent  years  for  which  statistics 
can  be  obtained,  and  the  average  of  the  five  annual  true  values  is  usually 
accepted  by  the  tax  commission  as  their  estimate  of  the  true  value  of 
real  estate  in  the  assessment  in  question.  . . . The  commissioners  do  not 
attach  any  sanctity  to  the  method  under  discussion,  and  if  it  yields 
results  which  are  palpably  and  plainly  inconsistent,  they  modify  such 
results  according  to  their  best  information.  The  sales  do  not  in  the 
opinion  of  the  commission,  determine  values ; they  supply  evidence  which 
assists  the  commission  in  determining  values.  The  judgment  of  the 
commission,  acting  on  all  evidence,  is  always  the  court  of  the  last  resort. 
However,  it  is,  I think,  correct  to  say  that  the  sales  method  is  followed 
in  a very  large  majority  of  counties  and  assessment  districts.”1 

The  use  of  the  sales  method  in  equalization  work  has  been 
attacked  on  the  grounds  that  the  results  were  unreliable  due  to 
serious  inherent  sources  of  error.  Adams  classified  the  possible 
causes  of  error  affecting  the  reliability  of  the  sales  method  into 
three  groups ; first,  errors  due  to  inaccurate  data ; second,  errors 
due  to  the  sales  not  representing  all  classes  of  property  in  propor- 
tion as  the  amount  of  property  in  each  class  is  to  the  total  amount 
of  property  in  the  district ; and  third,  errors  due  to  uncertainty 
as  to  whether  or  not  sales  reveal  value. 

Adams  refutes  the  arguments  on  which  the  main  objections 
are  based.  Additional  excerpts  show  the  direction  and  force  of 
his  refutations  as  well  as  the  opposing  arguments. 


1 Thomas  S.  Adams,  "Valuation  of  Real  Estate  by  the  Wisconsin  Tax  Commis- 
sion,’' Papers  and  Proceedings,  Minnesota  Academy  of  Social  Science,  1908,  pp. 
81-82. 
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“The  criticism  most  commonly  launched  against  the  sales  method  is 
that  a large  amount  of  erroneous  data  is  likely  to  creep  in,  that  nominal 
sales  at  fanciful  or  fictitious  prices,  trades,  quit  claims,  and  other  unsuit- 
able items  of  similar  character  are  likely  to  occur  in  such  quantities  as 
to  vitiate  the  results.” 

“The  answer  to  this  objection  is  threefold:  (A)  that  the  accuracy  of 
the  data  will,  of  course,  depend  upon  the  care  with  which  it  is  collected ; 
(B)  that  with  only  a reasonable  amount  of  precaution,  an  amount  which 
can  be  taken  without  prohibitory  expense,  the  results  for  counties  and 
the  large  assessment  districts  will  be  substantially  correct;  (C)  and  that 
with  practically  no  care  or  precaution  at  all,  the  results  in  a large 
majority  of  instances  will  be  surprisingly  near  the  truth.  Let  us  con- 
sider these  statements  in  order.” 

“(A)  The  definition  of  a ‘good  sale’  for  the  purpose  in  hand  is  not 
always  altogether  simple  and  easy,  but  the  standard  or  test  may  be  briefly 
stated  as  follows:  In  an  acceptable  or  good  sale  (1)  a full  title  will  be 
passed,  (2)  the  assessment  will  apply  to  precisely  the  same  property  sold, 
(3)  the  conditions  of  sale  will  not  be  indisputably  and  unmistakably 
abnormal,  (4)  and  the  complete  or  net  price  of  the  real  estate  will  be 
stated  in  money  or  in  terms  easily  and  safely  convertible  into  money.” 
....  (Substantiatory  statements  have  been  omitted.) 

“(B)  ....  In  Wisconsin  we  divide  this  work  of  collecting  data  of 
sales  into  two  parts — ‘office  work’  and  ‘field  work’ — the  former  including 
the  examination  of  deeds  and  assessments  at  the  county  seat,  the  latter 
covering  the  examination  of  the  parties  to  the  sales  and  the  verification 
of  the  office  results  in  the  field.  Now  the  point  which  I am  making  is 
simply  this : If  the  office  work  is  carefully  done,  field  work  in  general 
is  unnecessary.” 

“The  justification  of  this  statement  is  found  in  the  fortunate  circum- 
stances that  the  errors  which  remain  after  the  office  work  is  finished 
and  which  can  only  be  eliminated  by  actual  interviews  with  the  parties 
to  the  sales,  are  in  an  unusual  and  striking  degree  compensatory.  In  the 
first  investigation  made  for  the  Wisconsin  Tax  Commission,  covering 
four  counties  (including  the  city  of  Milwaukee)  and  involving  the  most 
thorough  investigation  of  nearly  16,000  sales,  special  study  was  made  of 
the  influence  and  occurrence  of  the  various  kinds  of  errors.  It  was 
ascertained  that  the  most  important  classes  of  erroneous  sales  which 
field  work  brings  to  light  are : trades  and  old  land  contracts ; transfers 
including  same  personal  property  and  cases  in  which  the  mortgage  should 
be  added  to  the  consideration  stated  in  the  deed ; cases  in  which  buildings 
have  been  added  or  destroyed  between  the  assessment  and  the  sale  and 
sales  to  relatives ; sales  in  which  the  purchaser  has  been  deliberately 
misled  concerning  the  character  of  the  property  and  sales  in  which  the 
consideration  has  been  fictitiously  misstated.  I have  enumerated  these 
errors  in  couplets,  each  couplet  consisting  of  an  error  which  in  the  long 
run  exaggerates  and  one  which  reduces  the  true  value  of  the  property. 
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The  result  is  that  the  net  error  is  very  small,  practically  negligible.  Of 
course,  there  are  other  kinds  of  field  errors.  . . . But  the  other  errors 
are  very  infrequent. 

“ 1 he  compensatory  character  of  ‘field  errors’  was  shown  very  clearly 
in  the  first  investigation  which  I conducted  for  the  Wisconsin  tax  com- 
mission. In  this  investigation  true  values  were  computed  from  the  sales 
as  they  stood  at  the  completion  of  office  work,  and  compared  with  the 
true  values  based  upon  the  revised  sales.  The  figures  are  given  immedi- 
ately below.  The  total  true  value  after  field  work  was  $385,436,821. 
The  total  true  value  based  upon  office  work  alone  was  $385,737,536.  The 
difference  is  less  than  one-tenth  of  one  per  cent.  And  the  difference 
for  the  individual  counties  are  not  great.  The  greatest  discrepancy  was 
in  Dane  County,  where  it  amounted  to  less  than  2 per  cent.  . . . More- 
over, I may  say,  that  this  whole  comparison  is  unfair  to  the  possibilities 
of  office  work  because  during  the  first  investigation  we  had  not  learned 
the  significance  of  those  signs  and  signals  which  to  the  experienced  agent 
give  warning  of  irregularity.  Notwithstanding  this  inexperience,  how- 
ever, the  results  of  the  first  investigation  amply  prove,  what  all  our 
subsequent  experience  tends  to  confirm,  that  for  nearly  all  counties,  and 
for  a large  majority  of  assessment  districts,  field  work  accomplishes  no 
material  changes  in  the  results.”1 2 

A much  shorter  excerpt  than  the  preceding  one  under  “B” 
might  have  been  used  to  show  the  fact  that  Adams’s  conclusion 
was  that  in  most  cases  “fielding”  of  sales  did  not  affect  the  final 
results  to  any  appreciable  degree.  The  excerpt  used  gives  details 
of  the  operation  sales  method.  The  next  quotation  is  a continu- 
ation of  the  preceding  one,  but  it  gives  only  the  summary  of  the 
results  of  the  methods  actually  followed  in  1908  in  equalizing 
assessments  in  Wisconsin. 

“Experience  shows  that  the  careful  ‘fielding’  of  dubious  districts, 
added  to  a judicious  mixture  of  written  inquiries  and  visits  to  notaries 
and  town  officials,  secures  substantially  exact  results,  so  far  as  the 
sales  method  is  capable  of  yielding  such  results.”5 

This  quotation  presents  an  outline  picture  of  the  methods  and 
precautions  followed  by  the  Wisconsin  Tax  Commission  in  using 
the  sales  method  in  equalizing  real  estate  tax  assessments.  Adams 
held  that  the  data  used  in  equalizations  should  be  “fielded”  as 
carefully  as  possible  in  order  to  avoid  unreliable  data.  But 
he  seems  to  believe  that  surprisingly  accurate  results  are  obtain- 


1 Ibid.,  pp.  89-91  ff. 

2 Ibid.,  pp.  93-94. 
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able  from  the  data  on  sales  reported  by  the  registers  of  deeds. 
His  reasons  for  the  statement  under  “C”  are: 

“(C)  I have  stated  above  that  even  with  no  particular  care  or  pre- 
caution at  all  the  results  for  most  counties  will  be  surprisingly  accurate. 
. . . . Up  to  the  present  year  these  statistics  of  sales  and  corresponding 
assessments  have  been  returned  to  us  by  the  registers  of  deeds  acting 
under  instructions  from  the  tax  commission.  On  the  whole  these  returns 
have  been  made  rather  carelessly,  a few  of  them  with  something 
approaching,  criminal  carelessness.  Owing  to  the  fact  that  the  registers 
were  paid  so  much  per  folio,  they  were  under  a strong  temptation  to 
pad  their  reports  with  sales  which  were  plainly  unsuitable.  Our  agents 
carefully  revised  the  work  of  the  registers  in  forty  counties,  but  the 
estimates  of  true  value  based  upon  the  revised  returns  differed  from  the 
estimates  based  upon  the  registers’  returns  by  only  3.09  per  cent.  In 
seven  counties  the  revised  true  values  were  less  than  the  unrevised,  but 
the  difference  in  none  of  the  seven  counties  was  as  high  as  8 per  cent. 
In  sixteen  counties  the  revised  returns  exceeded  the  unrevised  by  less 
than  3 per  cent,  in  nine  counties  from  3 to  6 per  cent,  in  two  counties 
from  6 to  9 per  cent,  in  three  counties  from  9 to  12  per  cent,  in  three 
counties  over  12  per  cent.  The  difference  in  one  county  was  as  high  as 
25.17  per  cent.  It  was  the  possibility  of  differences  as  great  as  this  in 
single  counties  which  made  it  necessary  to  take  this  work  away  from 
the  registers.”1 

A number  of  states,  after  a more  or  less  careful  examination 
by  state  agents,  now  use  the  sales  data  collected  by  county 
officials  in  making  equalizations  among  assessment  districts.  For 
this  reason  Adams’s  findings  on  this  point  are  of  particular 
interest  to  school  officials. 

Another  possible  source  of  error  considered  by  Adams  centers 
around  the  question  of  whether  or  not  the  sales  are  representative 
of  the  property  of  the  assessment  districts.  As  is  shown  later 
in  this  discussion,  the  Wisconsin  Tax  Commission,  in  1930,  held 
that  present  conditions  would  not  permit  the  same  conclusions 
to  be  drawn  as  to  the  representativeness  of  the  available  sales 
data  as  Adams  drew  in  1908.  One  of  the  chief  reasons  for  the 
abandonment  of  the  sales  method  of  equalizing  assessments  in 
1925  was  the  non-representative  character  of  the  sales  data 
available.  Adams’s  long  and  convincing  exposition  on  the  repre- 
sentativeness of  the  sales  data  can  only  be  summarized  here. 


IMd.j  pp.  93-94. 
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In  the  first  place,  Adams  finds  that  in  order  for  a sample  of 
sales  data  to  be  non-representative  of  the  true  value  of  the 
property  assessed,  given  classes  of  property  must  be  both  unduly 
represented  in  the  sample  and  assessed  at  a markedly  different 
percentage  of  true  value  than  other  properties.  “And  even  when 
it  does  occur,  the  resulting  error  is  surprisingly  small.”1  Adams 
held  that  the  tabulation  of  data  and  computation  of  true  values 
by  assessment  districts  secure,  in  a rough  way,  the  proper  dis- 
tribution of  sales.  The  results  obtained  are  given  in  the  next 
quotation. 

“For  the  state  as  a whole  last  year,  the  aggregate  true  value  by  the 
method  of  adding  assessment  districts  differed  from  the  aggregate  true 
value  based  upon  the  unit  method  by  less  than  1/100  of  one  per  cent. 
We  investigated  forty  counties  with  special  care,  thirty-six  of  which 
have,  up  to  the  present  time,  been  calculated  according  to  both  methods. 
. . . The  aggregate  for  the  thirty-six  counties  differed  by  less  than  one- 
fourth  of  one  per  cent.  One  county  showed  a deviation  of  18  per  cent, 
and  another  one  of  15  per  cent;  one  showed  a deviation  of  from  5 to 
6 per  cent;  two  from  4 to  5 percent;  seven  from  2 to  3 per  cent;  ten 
from  1 to  2 per  cent ; and  fourteen  showed  deviations  of  less  than  one 
per  cent.  . . . (County  tables  omitted).  In  four  counties  showing  a 
difference  of  more  than  4J/5  per  cent,  I may  add,  a cursory  examination 
of  the  conditions  told  us  at  the  very  beginning  that  the  sales  were  not 

representative In  only  one  county,  Grant,  were  we  at  all  surprised 

by  the  showing.  Taken  as  a whole,  these  figures  make  it  plain  that 
misrepresentations  or  unfair  sampling  is  not  a serious  problem ; and  that 
where  it  does  occur  it  is  usually  apparent  on  the  face  and  can  be 
provided  for.  . . ”2 

Adams  states  that  the  “weightiest  factors”  in  the  criticism  of 
non-representativeness  of  sales  is  the  claim  that  the  large  and 
valuable  properties  are  assessed  at  an  abnormally  low  proportion 
of  their  true  value,  while  they  are  likely  to  be  under-represented 
in  the  sales.  Adams  found  that  there  was  little  justice  in  this 
criticism. 

“This  conclusion  might  be  drawn  logically  from  the  fact  that  in  the 
large  cities  as  a rule  estimates  of  true  value  made  from  all  the  sales 
treated  as  a unit  do  not  differ  materially  from  the  estimates  made  by 
adding  the  separately  computed  ward  values ; and  it  is  in  the  cities  that 
the  most  of  the  large  properties  and  large  sales  are  found.  But  the 

1 Ibid.,  p.  94. 

2 Ibid.,  pp.  96-99. 
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conclusion  is  also  supported  by  rather  comprehensive  statistics  bearing 
directly  on  the  point.  These  statistics,  based  upon  18,515  good  sales  in 
nine  representative  counties  and  classified  so  as  to  show  the  ratios  of 
assessed  to  true  value  for  properties  of  different  value,  indicate  in 
unmistakable  fashion  the  following  facts:  (a)  That  very  small  parcels, 
particularly  those  worth  less  than  $500,  are  assessed  at  a distinctly  higher 
ratio  than  other  property;  (b)  that  very  valuable  estates,  particularly 
those  worth  more  than  $50,000,  are  assessed  at  a noticeably  lower  ratio 
than  property  in  general;  (c)  that  between  these  extremes  the  assessment 
is  remarkably  regular,  showing  little  or  no  tendency  to  diminish  as  the 
value  of  the  property  increases;  (d)  and  that  the  upper  half  of  the 
properties  ranged  according  to  size  (that  is  to  say,  ‘the  more  valuable’ 
properties  directly  defined)  are  assessed  at  only  a slightly  lower  ratio 
than  the  lower  half,  or  the  ‘less  valuable’  properties ” 

“The  quality  or  completeness  of  the  assessment  varies  then  only  in 
the  extreme  groups.  If  these  extreme  groups  receive  their  proper  repre- 
sentation in  the  sales  no  harm  results  from  the  difference  in  assessment. 
The  considerations  adduced  above,  and  in  particular  the  agreement  of 
the  results  by  the  unit  and  other  methods  in  the  cities,  establish  a 
strong  presumption  that  the  extreme  groups  are  properly  represented  in 
the  sales,  or  that  if  they  are  misrepresented,  their  comparatively  unim- 
portance prevents  them  from  materially  distorting  the  results.”1 2 

The  findings  that  properties  having  a value  of  $500  or  a value 
of  more  than  $50,000  are  assessed  at  only  a slightly  different 
rate  of  market  value  than  properties  having  values  between  $500 
and  $50,000  are  important  for  the  reason  that  such  findings,  if 
true  at  the  present  time,  simplify  the  problem  of  using  the 
sales  method  of  equalizing  assessments.  If  some  classes  of 
property  were  assessed  at  a higher  percentage  of  market  value 
than  other  classes,  great  care  would  have  to  be  used  in  order 
that  the  disproportionate  influence  of  these  classes  on  the 
sample  would  be  neutralized  by  additional  precautions  in  select- 
ing sales  data  and  by  statistical  methods.’ 

1 IUd.,  pp.  100-101. 

2 The  results  of  some  recent  investigations  appear  to  indicate  that,  in  some 

states  at  least,  certain  classes  of  property  are  seriously  over  or  under-assessed, 
while  other  investigations  seem  to  show  that  all  classes  of  property  are  fairly 
evenly  assessed.  The  following  named  investigations  seem  to  show  that  assess- 
ments are  made  at  different  proportions  of  market  value  for  certain  classes  of 
property:  Clarke,  Investigation  of  assessments  of  577  farms  in  Southwest  Min- 

nesota. (George  B.  Clarke  “The  Assessment  System  of  Minnesota  in  its  Relation  to 
Equality  of  Taxation,”  Journal  of  Farm  Economics , October , 1930,  pp.  573-587.) 
Weaver,  investigation  of  assessments  in  six  representative  counties  in  Pennsyl- 
vania. (P.  P.  Weaver,  “Some  Phases  of  Taxation  in  Pennsylvania Pennsylvania 
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It  is  evident  that  if  any  group  of  property  assessed  at  a differ- 
ent per  cent  of  true  value  than  other  property  is  unduly  repre- 
sented in  the  sales  data,  and  if  no  statistical  or  other  methods 
are  employed  to  reduce  the  size  of  the  error,  the  ratio  of  sale 
to  assessed  value  will  be  unduly  influenced,  and  the  ratio  will 
not  represent  the  true  wealth  of  the  community.  Adams  recog- 
nized the  danger  of  certain  classes  of  property  being  either 
significantly  under-assessed  or  over-assessed.  He  suggested  no 
remedy.  A possible  solution  may  be  found  in  the  application  of 
more  refined  statistical  methods  in  grouping  the  data  and  then 
weighting  the  sample  of  each  group.  The  following  principles 
of  sampling  apply  to  this  problem. 

“If  the  population  sampled  contains  a number  of  types,  a purely 
random  sample  of  the  whole  is  probably  not  best  because  some  of  the 
types  may  be  omitted  or  not  fairly  represented.  For  such  problems  sub- 
samples proportional  in  size  to  the  numbers  in  the  various  types  should 
be  selected 

“The  size  of  the  sample  will  depend  upon  the  degree  of  accuracy 
required  in  the  result,  the  precision  varying  as  the  square  root  of  the 
number  of  cases.’’1 

The  California  investigators  used  “weighted  average  rates  of 
assessment”,  which  they  have  explained  as  follows: 

“Because  of  the  fact  that  different  rates  are  employed  in  assessing 
the  various  classes  of  property  (Land  and  improvements  both  inside  and 
outside  municipalities)  and  the  fact  that  the  different  classes  of  property 
vary  in  relative  importance  from  the  properties  appraised  in  the  samples 
in  the  different  counties,  it  is  necessary  in  securing  an  average  rate  for 


Department  of  Agriculture,  Bulletin  No.  24,  1926,  p.  3 and  pp.  11-25.)  Illinois 
Agricultural  Association,  data  presented  to  the  Illinois  Tax  Commission,  in  the 
light  of  which  the  commission  ordered  fourteen  re-assessments  applying  to  tax  dis- 
tricts in  eight  counties.  (Report  of  the  Illinois  Tax  Commission,  1928,  p.  96. 
Data  from  Table  submitted  by  the  Illinois  Agricultural  Association.)  Roy  G.  Blakey 
and  Associates,  investigation  of  farm  assessments  in  Minnesota.  (Roy  G.  Blakey 
and  Associates,  Taxation  in  Minnesota,  1932,  p.  48.) 

On  the  other  hand  investigation  of  urban  assessments  by  Blakey  and  Associates 
seem  to  point  to  the  fact  that  assessment  ratios  vary  greatly  among  all  classes  of 
properties,  for  example,  the  lands  occupied  by  hotels,  were  assessed  at  a higher 
rate  of  value  than  smaller  properties.  (Ibid.,  pp.  170-203  ff.)  The  California  Spe- 
cial Tax  Commission's  investigation  of  3,981  properties  seems  to  show  that  small 
properties  with  a value  of  $2,000  or  less  are  assessed  at  a somewhat  higher  per- 
centage of  market  value  than  moderately  large  properties,  but  “the  large  proper- 
ties appear  to  be  assessed  at  the  same  rate  as  the  small  properties.”  (Final  Report 
of  the  Special  California  Tax  Commission,  1929,  p.  153.) 

1 Karl  J.  Holzinger,  Statistical  Methods  for  Students  in  Education,  1928,  p.  19. 
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each  class  of  property  to  consider  each  separately.  To  obtain  the  desired 
figure  the  total  assessed  value  of  each  class  of  property  in  each  county 
was  raised  to  its  ‘full’  value  by  dividing  through  by  the  respective  rates 
of  assessment  found  in  sample  properties  appraised  from  each  county.”  1 

The  size  of  the  sample  is  of  first  rank  importance.  The  total 
number  of  sales  or  assessments  is  not  an  adequate  measure  of 
the  size  of  the  sample.  A better  measure  of  the  size  of  the 
sample  is  in  terms  of  percentages  of  the  entire  mass  from  which 
the  sample  is  taken.  At  the  present  time  the  Wisconsin  Tax 
Commission  holds  that  not  less  than  10  per  cent  of  the  property 
in  an  assessment  district  should  be  used  in  determining  the  full 
value  of  the  district.2  The  10  per  cent  may  be  composed  partly 
of  “good  sales”  and  partly  of  appraisals  by  the  supervisors  of 
assessment.  This  system  provides  for  securing  adequate  samples 
of  each  class  of  property. 

The  third  class  of  objections  to  the  sales  method  is,  from  the 
standpoint  of  practical  utilization  of  the  sales  method,  of  less 
importance  than  the  objections  previously  discussed.  The  third 
class  of  possible  errors  include  the  theoretical  consideration  of 
whether  or  not  the  sales  actually  reveal  values.  Some  authorities 
hold  that  the  price  an  article  sells  for  on  the  open  market  does 
not  represent  its  real  value.  In  discussing  this  possible  source  of 
error  in  using  the  sales  method,  Adams  had  in  mind  the  argu- 
ments presented  to  the  Wisconsin  Tax  Commission  as  well  as 
the  disputations  of  the  professors  of  economics.  Adams  has 
stated  his  position  on  this  point. 

“ If  all  this  is  true  it  follows  that  the  sales  method,  carefully 

applied,  is  not  only  a good  method  of  ascertaining  the  true  value  of  real 
estate,  but  it  may  legitimately  be  singled  out  as  THE  best  method  of 
ascertaining  such  values.  For  our  estimates  are  never  so  sure,  never  so 
careful,  never  so  conservative  as  when  they  are  backed  up  by  our 
money 3 

In  the  light  of  post  war  conditions,  the  following  paragraph 
of  Adams's  discussion  is  of  peculiar  interest.  Under  the  present 
unusual  conditions  of  the  real  estate  market  many  farm  prop- 
erties are  being  sold  at  much  lower  prices  than  persons,  who  are 

1 Final  Report  o£  tlie  California  Tax  Commission,  1929,  p.  158. 

2 Interview  with  Dr.  J.  Roy  Bough,  Statistician  for  the  Wisconsin  Tax  Com- 
mission, October,  1930.  Also  Report  of  Wisconsin  Tax  Commission,  1930,  p.  19. 

3 Thomas  S.  Adams,  Op.  Cit.,  pp.  101-104  ff. 
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not  impelled  to  sell,  value  their  farms.  The  term  “impelled  to 
sell”  is  used  to  denote  such  reasons  for  selling  as  a desire  to 
retire  on  the  part  of  the  owner,  or  a desire  to  realize  on  the  farm 
investment  in  order  to  re-invest  in  some  other  enterprise.  Both 
the  buyers  and  sellers  in  these  cases  really  value  the  farms  at  a 
higher  figure  than  the  price  paid. 

“But  although  sales  furnish  good  evidence,  one  might  almost  say- 
conclusive  evidence  of  the  value  of  that  part  of  a stock  of  goods  which 
is  sold,  modern  economists  are  always  careful  to  point  out  that  such 
sales  do  not  necessarily  determine  the  value  of  the  remaining  part  of 
the  stock On  that  point  sales  data  are  not  necessarily  con- 

clusive. 

“On  the  fundamental  and  exceedingly  difficult  question  presented  by 
this  aspect  of  the  problem  I am  obliged  to  confess  that  I have  been 
unable  to  gather  evidence  which  is  conclusive  even  to  my  own  mind.  It 
is  easy  to  theorize  on  the  subject,  but  hard  to  obtain  that  tangible  kind 
of  testimony  which  the  practical  importance  of  the  subject  demands.”1 

It  is  clear  from  the  foregoing  paragraphs  that  Adams  was 
aware  of  one  of  the  serious  weaknesses  of  the  sales  method  and 
one  of  the  chief  causes  which  led  Wisconsin,  in  1925,  to  relegate 
the  sales  method  to  a minor  place  in  the  equalization  of  assess- 
ments. 

THE  SALES  METHOD  AND  OTHER  EQUALIZATION  METHODS 
IN  WISCONSIN  1920-1930 

Adams’s  investigation  was  primarily  concerned  with  equaliza- 
tion among  counties.  But  the  assessment  district  in  Wisconsin 
is  the  town.  The  more  recent  reports  from  Wisconsin  indicate 
that  the  sales  method  does  not  produce  reliable  results  when 
used  as  the  almost  sole  method  of  equalization  among  towns. 
The  causes  of  this  condition  are  important. 

One  of  the  claims  made  for  the  sales  method  is  that  its  appli- 
cation becomes  almost  mechanical.  That  fact  proved  to  be  one 
of  its  grave  weaknesses  as  is  pointed  out  in  1928  by  the  Wiscon- 
sin Tax  Commission.  “Added  to  the  weaknesses  of  the  system 
were  the  usual  weaknesses  arising  from  a long  period  of  use. 
There  was  too  much  belief  in  an  infallibility  of  the  method;  too 
much  faith  in  the  mechanics  of  the  process;  too  much  inclination 


1 Ibid.,  p.  104. 
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to  take  the  easy  way ; and  in  some  quarters  an  unwarranted 
confidence  that  the  system  was  so  perfect  that  a lead  pencil  could 
take  the  place  of  judgment.”1 

In  1925,  Commissioner  Charles  D.  Rosa  condemned  the  un- 
qualified reliance  on  the  sales  method  because  of  the  frequent 
erratic  divergencies  between  the  equalized  values  of  one  year 
and  the  next.  “'In  looking  over  the  so-called  single  year  true 
values  for  the  years  1916  to  1923  upon  the  cards,  I find  that 
there  were  11  out  of  19  taxation  districts  in  Adams  County 
which  may  be  termed  fairly  regular.  In  all  of  them  we  note 
a rise  in  values  to  a peak  caused  by  land  speculation  during  and 
following  the  war  and  this  is  followed  by  a decline.”2  Under 
these  conditions  it  would  be  expected  that  the  assessed  valuation 
would  show  a continuous  rise  for  a period  of  years  and  then  a 
decline.  The  following  examples  of  erratic  variation  selected 
from  those  given  by  Commissioner  Rosa  will  serve  to  show  the 
unreasonableness  of  the  results  obtained  by  the  sales  method. 

“The  town  of  Easton  had  a ‘Single  year  true  value’  of  $426,000  in 

1916 $596,000  in  1917,  ....  $432,000  in  1918,  ....  $456,000  in 

1919,  ....  $645,000  in  1920,  and  ....  drop  to  the  same  figure  of  $456,000 
in  1921.” 

“New  Chester  almost  doubled  its  value  from  1917  to  1920,  going  from 
$477,000  to  $800,000.  It  dropped  almost  $300,000  from  1920  to  1922, 
going  down  to  $503,000,  and  back  up  $152,000  to  $655,000  in  1923.”  3 

The  following  variations  for  the  town  of  Gordon  expressed 
in  per  cent  are  significant. 

“.....  It  rose  52%  from  1918  to  1919,  dropped  20%  the  next  year, 
rose  22%  the  following  year,  and  dropped  20%  the  year  after  that.  Some 
flopping,  we  must  admit  for  TRUE  values.” 

“The  town  of  Barnes  in  Bayfield  County  easily  takes  the  prize 

It  rose  68%  from  1913  to  1914,  dropped  43%  between  that  year  and 
1917 ; rose  again  63%  between  1917  and  1918,  to  take  another  drop  in 
1919,  another  rise  in  1920,  another  drop  in  1921,  and  another  rise  in 
1922 ” 

“What  I have  said  about  the  districts  of  Adams  County  will  apply 
with  equal  force,  but  with  variations,  to  the  districts  of  other  counties. 

1 Report  of  Wisconsin  State  Tax  Commission,  1928,  p.  19. 

2 Charles  D.  Rosa,  The  Wisconsin  Real  Estate  Sales  Method  of  Equalization, 
1925,  p.  5. 

3 Ibid. 
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When  such  erratic  values  come  to  the  fore  in  any  controversy  over  our 
work  they  leave  us  practically  defenseless.”1 

The  extent  of  the  erratic  variations  is  shown  by  tables  giving 
normal  and  erratic  districts  for  the  years  1920  to  1925,  and  pub- 
lished in  the  1930  Report  of  the  Wisconsin  Tax  Commission.2 
The  tables  and  the  explanations  of  the  tables  are  given  below. 

“ ‘Normal’  districts  were  those  in  which  single  year  values  moved  from 
year  to  year  in  an  apparent  probable  curve  without  sudden  dips  followed 
by  increased  or  sudden  increases  followed  by  decreases.  However  rapid 
the  increases  or  decreases,  the  district  was  classed  as  normal  if  there 
were  no  sudden  reversal  or  sudden  large  change.  ‘Erratic’  districts  were 
those  in  which  the  single  year  values  moved  in  an  apparently  improb- 
able curve,  showing  sudden  dips  followed  by  increases  or  sudden  in- 
creases followed  by  decreases.  Roughly,  if  such  dips  or  increases  were 
over  10%,  the  district  was  placed  in  the  erratic  class.  Districts  with 
large  sudden  changes  either  up  or  down  in  the  last  year  were  also  con- 
sidered erratic.  The  results  of  this  examination  were  as  follows : 


Number  of 
Assessment 
Districts 

Number  of 
Districts 
Normal 

Number  of 
Districts 
Erratic 

Per  Cent  of 
Districts 
Erratic 

Towns 

1,280 

390 

890 

69.5% 

Villages 

358 

120 

238 

66.5 

Cities 

151 

97 

54 

35.8 

Total  

1,789 

607 

1,182 

66.1% 

“In  other  words,  the  single  year  values  for  two-thirds  of  the  taxation 
districts  of  the  state  showed  movements  from  year  to  year  which  in  all 
probability  did  not  at  all  represent  the  actual  movement  of  property 
values  in  the  district.” 

“Within  the  erratic  class,  a further  subdivision  of  ‘badly  erratic  dis- 
tricts’ was  made.  There  were  districts  with  changes  so  violent  as  to 
make  it  unbelievable  that  real  estate  values  could  by  any  stretch  of  the 
imagination  have  varied  so  widely.  Changes  of  25,  50  or  more  per  cent 
in  a single  year  were  relatively  common.  The  number  of  badly  erratic 
districts  was  as  follows : 


Number  of  Districts 
Badly  Erratic 

Per  Cent  of  Districts 
Badly  Erratic 

Towns 

315 

24.6% 

Villages 

70 

19.6 

Cities 

2 

1.3 

Total 

387 

21.6% 

1 ibid. 

2 Report  of  the  Wisconsin  Tax  Commission,  1930,  pp.  16-17. 
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An  examination  of  the  two  tables  shows  a number  of  inter- 
esting features  which  have  not  been  commented  on  by  the 
framers  of  the  report.  In  the  first  table,  it  will  be  observed  that 
while  69  and  66  per  cent  respectively  of  the  towns  and  villages 
were  erratic,  only  36  per  cent  of  the  cities  were  erratic.  In 
the  second  table,  the  percentages  for  towns  and  villages  were 
24  and  19  per  cent  respectively  compared  to  only  1.3  per  cent 
for  the  cities.  The  more  favorable  results  obtained  by  the 
sales  method  for  the  cities  seem  to  be  due  to  better  assessment ; 
to  more  sales  data ; to  larger  assessment  districts,  which  would 
tend  to  smooth  out  wide  fluctuations  ; and  to  the  fact  that  urban 
property  prices  were  not  deflated  as  violently  as  rural  prop- 
erty. Later  in  the  report,  the  statement  is  made  that  the  cities 
have  a “more  enlightened  and  scientific”  method  of  assessment. 

It  should  be  noted  that  the  tables  are  for  single  year  values. 
In  the  past,  the  Wisconsin  Tax  Commission  used  the  average 
of  the  sales  over  a period  of  years,  usually  five  years.  It  was 
held  that  the  use  of  sales  data  for  a five  year  period  ironed 
out  many  of  the  differences.  “Obviously,  even  a five-year 
average  could  not  have  avoided  a large  number  of  results 
which  on  their  face  were  highly  improbable.”1 

The  failure  of  the  five-year  method  was  due  to  the  unusual 
conditions  prevailing  after  the  close  of  the  World  War.  The 
five-year  plan,  however,  never  was  a complete  success.  The 
explanation  given  by  the  Wisconsin  Tax  Commission  for  the 
failure  of  the  five-year  plan  since  the  war  is  that: 

“So  long  as  property  values  in  all  taxation  districts  were  moving  in 
the  same  general  direction  at  substantially  the  same  rate  of  speed, 
there  was  no  injustice  done  by  the  use  of  the  five-year  average. 
However,  in  the  years  following  1920,  city  real  estate  increased  greatly 
in  value  while  rural  real  estate  decreased  very  markedly.  The  use  of 
the  five-year  average  under  such  conditions  penalized  the  rural  districts 
and  gave  an  unmerited  advantage  to  urban  districts  in  the  apportion- 
ment of  state  and  county  taxes.  The  rural  ‘true’  values  continued  to 
rise  for  two  years  after  every  one  knew  that  actual  values  had  fallen 
off  materially.  Although  personal  property  values  dropped  very 
materially  in  1921  from  1920  and  everybody  believed  that  the  value  of 
the  real  estate  of  the  state  had  experienced  a like  decline,  the  equaliza- 
tion values  created  by  the  tax  commission  did  not  show  a decline  but 


1 Report  Wisconsin  Tax  Commission,  1930,  p.  17. 
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an  increase.  In  contrast  to  that  situation,  the  county  assessment  made 
by  the  tax  commission  in  September,  1930,  shows  a falling  off  in  value 
of  the  real  estate  of  the  state  from  1929  of  approximately  forty-five 
million  dollars.  The  system  now  in  use  thus  gives  results  more  closely 
approximating  the  actual  fact.”1 2 

The  extent  of  the  divergence  of  the  movements  of  the  values 
of  urban  and  rural  property  is  shown  by  the  following  statistics 
taken  from  the  1928  report.  The  percentages  given  are  for  the 
ten-year  period  1917  to  1927.  “The  total  increase  over  the  ten- 
year  period”  (for  city  and  village  property)  “was  $1,700,000,000, 
or  104.4  per  cent,  as  compared  with  15.2  per  cent  for  rural 
property.”5 

A further  source  of  difficulty  in  using  the  sales  method  since 
the  war  has  been  in  the  greatly  decreased  number  of  usable  sales 
of  real  estate,  especially  in  the  rural  areas.  Much  land  has  been 
offered  for  sale  to  satisfy  mortgages.  These  sales  could  not  be 
used  in  equalizing  assessments  by  the  sales  method. 

Sales  frequently  do  not  proportionately  represent  all  classes  of 
property.  Sales  are  common  in  residential  and  farm  properties 
but  quite  rare  in  manufacturing  plants.  Commissioner  Rosa  has 
given  an  example  of  the  lack  of  representation  of  certain  classes 
of  property  in  the  sales  data. 

“There  were  near  1100  sales  in  Kenosha  in  1923.  After  fielding,  423 
were  considered  good  and  included  in  the  usual  computation  to  arrive  at 
the  single  year  sales  values.  They  established  a ratio  of  62.19  between 
assessments  and  sales.  217  of  the  423  sales  were  of  a value  of  $5000,  or 
less;  173  of  a value  between  $5000  and  $10,000;  29  between  $10,000  and 

$15,000,  and  only  4 above  $15,000 It  needs  but  a glance  at  the 

good  sales  to  convince  that  they  are  practically  all  in  the  moderate  priced 
residential  class  witth  perhaps  a few  small  outlying  business  properties. 
There  is  but  one  sale  of  the  higher  priced  business  properties  on  the  main 
street  of  the  city  and  none  of  the  many  and  valuable  manufacturing  plants. 
The  judgment  of  the  assessor  is  shown  to  be  62%  of  perfect  by  the  sales 

It  does  not  follow  that  because  the  assessor  valued  moderate 

priced  residences  at  62%  of  sales  value,  he  assessed  large  business  blocks 
and  manufacturing  plants  at  the  same  ratios.  In  fact  the  assessment  of 
one  business  property  included  in  the  sales  was  on  a 56%  basis.  The 
assessment  of  large  manufacturing  plants,  compared  with  the  value  on 

1 Report  of  the  Wisconsin  Tax  Commission,  1930,  p.  17. 

2 Report  of  the  Wisconsin  Tax  Commission,  1928,  p.  11. 
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corporation  balance  sheets  in  our  office,  show  that  such  properties  are 
not  assessed  over  40%  of  their  real  value  and  some  of  the  largest  are 
assessed  as  low  as  30%.  The  19  inspected  give  an  average  of  35.53%.”1 

It  is  evident  from  the  foregoing  illustrations  that  the  lack  of 
sufficient  representative  sales  in  each  class  of  property  is  a 
serious  source  of  error  in  using  the  sales  method  of  equalizing 
assessments. 

Errors  in  the  selection  of  sales  for  use  in  the  sales  method 
have  been  a constant  source  of  trouble  in  equalizing  assessments. 
The  temptation  is  always  present  to  accept  a sale  as  evidence  of 
value  because  it  is  a sale.  Adams  showed  that  careful  “fielding 
of  sales”  eliminated  most  of  the  sales  which  did  not  represent 
market  value.  One  example  is  sufficient  to  show  the  influence 
the  inclination  or  exclusion  of  sales  may  have  on  the  derived 
“true  values”. 

“The  first  town  on  the  list,  Adams,  of  Adams  County, had  a 

single  year  value  in  1919  of  $387,000;  in  1920,  $545,000;  and  in  1921,  $443,- 
000.  If  one  sale  card  of  1921  had  been  thrown  out,  it  would  have  de- 
creased the  ratio  from  66  to  56  and  would  have  raised  the  value  from 
$443,000  to  $523,000,  which  compares  very  favorably  with  the  $545,000 
value  in  1920.”* 

If  one  supervisor  accepts  one  type  of  sale  as  being  a “good 
sale’”  while  another  assessor  rejects  similar  sales,  uniformity 
of  results  can  not  be  expected.  Experince  proved  that  all  super- 
visors of  assessment  did  not  accept  the  same  types  of  sales.  This 
condition  caused  the  Wisconsin  Tax  Commission  to  take  steps 
to  improve  and  coordinate  the  judgments  of  the  various  field 
men  in  selecting  sales.  The  steps  taken  are  discussed  in 
Chapter  V. 

EXPLANATION  OF  THE  DIFFERENCES  IN  ADAMS’S  FINDINGS  AND 
THE  WISCONSIN  STATE  TAX  COMMISSION’S  FINDINGS 

Both  the  investigation  reported  by  Adams  and  the  investi- 
gation reported  in  1925  by  Rosa  for  the  Wisconsin  State  Tax 
Commission  and  supplemented  by  data  in  the  Wisconsin  Tax 
Commission’s  1928  and  1930  reports  were  carefully  made. 
Apparently,  the  findings  reported  for  each  investigation  were 

1 Charles  D.  Rosa,  Wisconsin  Real  Estate  Sales  Method  of  Equalization,  1925, 
p.  13. 

2 Ibid.,  pp.  14-15. 
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based  on  adequate  and  convincing  factual  data.  To  some,  it 
may  appear  that  the  findings  of  the  two  investigators  contra- 
dict each  other.  Can  the  two  sets  of  findings  be  reconciled? 

The  chief  explanation  of  the  differences  in  Adams’s  and  in 
the  Commission’s  recent  findings  is  to  be  found  in  the  size 
of  the  assessment  'units  considered.  Adams  considered  the 
county  in  his  investigation  while  the  recent  investigations  con- 
sidered the  town  as  the  assessment  unit.  There  are  only  71 
counties  as  compared  to  1789  assessment  districts  in  Wisconsin. 
If  each  of  the  counties  were  divided  into  the  same  number  of 
assessment  districts,  there  would  be  approximately  25  assess- 
ment districts  in  each  county.  It  is  evident  that  the  average 
amount  of  property  sold  each  year  in  each  of  these  1789  assess- 
ment districts  is  small.  It  is  a well  known  fact  that  in  statis- 
tical calculations  the  reliability  of  an  average  derived  from  a 
sample  which  includes  a large  number  of  cases  is  much  more 
reliable  than  an  average  derived  from  a sample  which  includes 
only  a few  cases,  even  if  the  percentage  of  the  total  number 
of  cases  included  in  each  sample  is  the  same.  By  using  the 
county  as  a unit,  Adams  was  assured  of  a sample  of  property 
which  included  a much  larger  number  of  cases  than  the  samples 
from  the  town  units  used  by  the  Wisconsin  Tax  Commission  in 
1920-1925.  There  was  a fair  chance  of  having  nearly  all 
classes  of  real  property  fairly  well  represented  in  the  county 
total.  The  1930  report  did  not  give  the  averages  for  counties. 
According  to  the  data  given  in  the  1930  report,  the  assessments 
in  607  of  the  districts  were  normal  and  the  assessments  in  1182 
districts  were  erratic.  According  to  the  law  of  averages  about 
one  half  of  these  erratic  assessments  probably  were  too  high 
and  one  half  were  too  low.  If  a sample  of  property  includes 
only  a few  sales,  nearly  all  of  the  erratic  sales  may  be  grouped 
at  one  extreme  of  the  range  of  prices.  The  average  derived 
from  a sample  weighed  in  this  manner  can  not  be  a true  average 
for  the  entire  district.  Equalizations  based  on  such  averages 
must  be  erratic.  Therefore,  the  equalizations  which  could  be 
made  in  an  assessment  district  the  size  of  a county  by  use  of 
the  sales  method  would  be  much  more  reliable  than  those  for 
the  smaller  town  assessment  districts.  Fortunately,  this  deduc- 
tion may  be  substantiated  by  again  citing  Adams’s  investigation. 
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Adams  in  almost  all  cases  arrived  at  substantially  the  same 
estimate  of  the  total  true  taxable  wealth  of  the  various  counties 
in  Wisconsin,  whether  these  estimates  were  secured  by  a sales 
method  estimate  based  on  the  total  of  the  usable  sales  for  the 
entire  county,  or  by  the  summation  of  the  sales  method  esti- 
mates for  each  town  in  the  county. 

A second  explanation  is  to  be  found  in  the  post  World  War 
conditions  in  Wisconsin.  Between  1920  and  1929,  the  price  of 
urban  property  either  held  its  own,  advanced,  or  declined  slowly, 
but  the  price  of  farm  property  declined  sharply.  Conditions  of 
this  sort  would  cause  the  average  rate  of  assessment  for  farm 
property  as  derived  by  the  sales  method  to  be  much  too  high  in 
comparison  to  the  average  for  urban  property.  Under  this 
condition,  the  use  of  the  sales  data  for  a five  year  period  made 
the  derived  index  of  the  rate  of  assessment  more  reliable. 
During  the  period  of  time  included  by  Adams  in  his  study, 
1901-1907,  prices  of  urban  property  and  the  prices  of  farm 
property  were  increasing  more  nearly  at  the  same  rate. 

A third  explanation  is  that  the  sales  method  had  been  in  use 
for  only  a few  years  when  Adams  made  his  study.  Longer 
experience  with  the  sales  method  led  to  the  discovery  of  weak- 
nesses not  apparent  in  the  earlier  periods  of  its  use.  Adams 
may  not  have  had  so  efficient  machinery  with  which  to  collect 
data  as  has  the  present  Wisconsin  Tax  Commission. 

Adams  may  have  been  a little  too  enthusiastic  over  the  re- 
sults obtained  by  the  use  of  the  sales  method.  The  sales  method 
was  a relatively  new  development  in  assessment  work  in  Wis- 
consin. Unintentionally,  tax  officials  often  tend  to  claim  a 
higher  degree  of  perfection  in  assessments  than  the  facts  really 
warrant. 

The  arguments  presented  in  this  section  seem  to  justify  the 
statement  that  the  sales  method  is  much  more  reliable  when 
applied  to  the  real  property  in  an  entire  county  than  when  applied 
to  a small  town  assessment  district.  This  is  further  confirma- 
tory evidence  in  favor  of  the  county  as  the  assessment  unit  as 
advocated  in  chapter  III. 

Apparently,  under  normal  conditions,  the  sales  method  of 
equalization  can  be  relied  on  with  confidence  to  prevent  gross 
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inequalities  in  the  distribution  of  state  school  funds  by  the  small 
fund  plan  in  those  states  in  which  the  county  is  the  school 
district. 

RELIABILITY  OF  THE  SALES  METHOD  CONFIRMED 
BY  OTHER  INVESTIGATIONS 

The  reliability  of  the  sales  method  of  equalizing  assessments 
was  investigated  by  Thomas  A.  Pollys,  tax  commissioner  for 
the  Chicago,  St.  Paul,  Minneapolis,  and  Omaha  Railroad.1  A 
brief  summary  of  his  findings  is  of  value  as  supporting  data 
for  the  reliability  of  the  sales  method. 

Pollys  studied  the  lot  foot  front  prices  for  2 77  blocks  out  of 
300  blocks  covering  an  area  of  three  and  one-half  miles  long 
by  nearly  a mile  wide  in  the  city  of  St.  Paul.  He  first  deter- 
mined the  foot  front  prices  for  each  lot  in  each  block  by  the 
sales  method.  He  next  selected  277  locations  in  the  district 
and  secured  in  writing  the  opinions  of  from  four  to  ten  real 
estate  experts  for  each  location.  Pollys’  findings  for  this  inves- 
tigation are  as  follows:  “Treating  the  entire  277  blocks  as  a 
unit,  the  average  ground  value  per  foot  in  1907,  as  determined 
by  the  land  sales  process,  was  $20.95  as  against  $21.75  as  fixed 
by  the  concensus  of  expert  opinion.  The  variation  between  the 
two  was  less  than  4 per  cent  or  only  80  cents  per  front  foot  and 
amounted  to  only  $32  per  lot  on  lots  of  an  average  value  of 
between  $800  and  $900  each.”  The  fact  that  the  valuation  put 
on  the  property  by  the  sales  method  was  only  $32  lower  per 
lot  having  an  appraised  value  of  $900  would  indicate  that  the 
results  were  satisfactory  for  purposes  of  equalization. 

Further  evidence  of  the  reliability  of  the  sales  may  be  found 
in  the  kinds  of  data  used  by  the  recent  special  California  Tax 
Commission.  The  California  Tax  Commission’s  experts  used 
three  methods  of  determining  the  ratio  of  assessed  to  true  value ; 
appraisals  by  agents  of  the  Commission,  appraisals  by  real  estate 
associations,  and  sales  data  collected  by  an  agent  of  a group  of 
public  utility  companies.  The  results  are  not  altogether  com- 


1 Thomas  A.  Pollys,  “Real  Estate  Valuations,’’  Papers  and  Proceedings,  Minne- 
sota Academy  of  Social  Science,  1908,  pp. 58-78  ff. 
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parable  as  the  Commission’s  agents  covered  forty-one  counties, 
the  real  estate  boards  twenty-five  counties,  and  the  sales  data 
only  twelve  counties. 

The  results  obtained  by  use  of  the  sales  data  by  the  California 
Tax  Commission  is  not  particularly  impressive  evidence  that 
the  sales  method  is  reliable  or  unreliable  in  equalizing  assess- 
ments. About  all  that  can  be  said  is  that  a sample  of  the  real 
estate  in  twelve  counties  consisting  of  “presumably  actual  sales 
data  of  2327  separate  parcels  of  property”  of  the  properties 
sold  during  a certain  period  of  time  gave  a ratio  for  assessed 
value  to  true  value  of  35  per  cent  as  compared  with  a sample 
of  real  estate  seventeen  times  as  large  taken  from  forty-one 
counties  and  appraised  which  gave  a ratio  of  41  per  cent.1  The 
public  utility  companies  were  unable  to  secure  enough  good 
sales  to  constitute  a sufficiently  large  sample  of  the  real  estate 
of  the  state  to  be  reliable,  which  again  illustrates  the  chief 
weakness  of  the  sales  method — lack  of  sufficient  data. 

USE  OF  THE  SALES  METHOD  AS  AN 
EVIDENCE  OF  RELIABILITY 

The  fact  that  the  sales  method  has  been  widely  used  in  mak- 
ing equalizations  is  strong  presumptive  evidence  that  the  results 
obtained  from  its  use  are  reasonably  reliable.  If  a large  number 
of  appeals  were  taken  from  the  equalizations  and  the  equaliza- 
tions proved  to  be  unjust,  then  the  tax  commission  would  be 
compelled  to  abandon  any  method  that  was  unreliable  or  any 
method  that  could  not  be  substantiated  in  court.  Minnesota 
uses  the  sales  method  as  a usual  part  of  its  state  equalization 
proceedings.  The  following  quotations  present  the  views  of 
the  Minnesota  Tax  Commission  on  the  sales  method. 

“The  selling  price  of  property  is  universally  recognized  by  the  courts 
as  the  best  evidence  of  value  and  in  the  final  analysis  is  the  basis  of 
nearly  all  expert  opinion  on  such  matters ” 

“For  equalization  purposes,  this  method  has  two  very  desirable  feat- 
ures which  are  found  in  no  other  method ; first,  it  substitutes  for 
arbitrary  judgment  a method  of  obtaining  values  which  approach  very 
nearly  to  science ; second,  it  measures  the  real  estate  values  of  nearly 
every  community  with  the  same  yardstick.  In  the  very  nature  of  things 

1 Final  Report  Special  California  Tax  Commission,  1929,  p.  175. 
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values  can  not  always  be  measured  by  sales.  The  most  that  can  be  said 
is  that  sales  supply  the  best  evidence  of  values.  If  the  results  obtained 
by  the  sales  method  are  palpably  wrong  we  base  our  final  judgment 
upon  the  best  information  available.”1 2 3 

The  Minnesota  Tax  Commission’s  conclusion  may  be  a little 
too  optimistic,  but  it  is  substantially  the  same  as  that  drawn  by 
Adams.  The  Commission  held  in  1916  and  1926  that  the  sales 
method  was  reliable  and  usable  under  normal  conditions.2  3 

The  New  Jersey  State  Board  of  Taxes  and  Assessment  is 
required  to  make  quinquennial  investigation  of  the  assessments 
of  the  state.  In  a recent  investigation,  1928,  the  Board 
adopted  the  sales  method  as  being  the  most  reliable  available 
method.  The  sources  of  sales  data  are  of  interest.  The  second 
part  of  the  quotation  is  an  answer  palliating  the  objection  that 
sales  data  are  not  representative  in  times  of  inflated  prices. 

“At  the  outset  of  the  survey  much  thought  was  given  as  to  the  most 
reliable  method  of  making  such  a test,  one  that  would  give  results  and 
that  could  best  bear  the  analytic  criticism  which  is  invariably  directed 
at  any  attempt  to  make  inquiries  of  this  kind.  It  was  finally  decided 
to  adopt  the  method  of  examining  deeds,  mortgages,  etc.,  and  by  com- 
puting the  revenue  stamps  attached  to  such  deeds  arrive  at  an  approxi- 
mation of  the  true  value  of  a given  piece  of  property.” 

“It  has  been  contended  that  many  of  our  sales  prices  were  taken 
at  a time  of  unusual  activity  and  inflation,  and  that  subsequent  price 
recessions  made  their  value  of  questionable  worth  for  purposes  of 
comparison.  This  can  best  be  answered  by  stating  that  granting  such 
to  be  true,  it  yet  remains  a fact  that  since  assessments  are  made  yearly 
they  may  readily  be  adjusted  either  up  or  down  to  the  conditions  pre- 
vailing in  the  realty  market  from  year  to  year,  rather  than  by  the 
opinion  of  the  taxing  officials  that  all  those  buying  and  selling  are  pay- 
ing and  receiving  exorbitant  or  inflated  prices  in  their  transactions.”  4 

New  Jersey  does  not  have  so  close  state  supervision  of  local 
assessments  as  Wisconsin  has : consequently,  a number  of  pro- 
cedures used  by  Wisconsin  in  determining  ratios  of  assessed  to 
true  value  of  real  property  were  not  available  to  the  New  Jersey 
Board. 

1 Report  of  the  Minnesota  Tax  Commission,  1916,  pp.  143-147. 

2 Ibid.,  p.  148. 

3 Report  of  the  Minnesota  Tax  Commission,  1926,  pp.  43-44. 

4 Report  of  the  New  Jersey  State  Board  of  Taxes  and  Assessment,  1928,  pp. 
11-12. 
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Missouri  uses  the  sales  method  in  equalizing  assessments 
among  counties.1 2 3  The  sales  data  are  collected  and  “fielded”  to 
some  extent  by  agents  of  the  Tax  Commission  or  by  members 
of  the  Commission  at  the  time  of  their  visits  to  the  various 
counties.  The  Missouri  Tax  Commission  holds  that  the  equal- 
izations among  counties  are  made  with  much  greater  certainty 
under  the  sales  method  than  before  it  was  adopted. 

New  Hampshire  has  used  the  sales  method  effectively  in 
equalizing  assessments.  In  1917,  Albert  O.  Brown,  chairman 
of  the  New  Hampshire  Tax  Commission  wrote:  “We  had 
excellent  checks  upon  the  work  of  the  local  officials.  . . . The 
evidence  consisted  largely  of  the  sale  and  assessed  values  of 
such  properties  as  had  changed  hands  and  appraisals  of  prop- 
erty by  experts Consequently,  we  were  able  to  say  to  this 

town,  ‘you  should  raise  your  valuation  24  per  cent,’  and  to  that 
one,  ‘you  should  raise  yours  49  per  cent’.”  a 

Individuals,  public  utility  companies,  and  large  industrial 
corporations  make  use  of  sales  data  in  appealing  from  assess- 
ments levied  against  their  property.  The  small  property  owner 
cites  the  sale  price  of  his  neighbor’s  property  and  its  assessed 
value  in  support  of  his  appeal  for  reduction  of  the  assessment 
on  his  property.  The  sales  data  used  by  corporations  are  fre- 
quently extensive,  and  they  are  carefully  collected  and  present- 
ed. In  1930,  the  Chicago  and  Northwestern  Railroad  Company 
presented  sales  data  to  the  Iowa  State  Board  of  Assessments 
and  Review  covering  sales  involving  1,726,095  acres  of  land.’ 

EQUALIZING  TANGIBLE  AND  INTANGIBLE 
"personal  PROPERTY  ASSESSMENTS 

Little  has  been  written  on  methods  of  equalizing  tangible  and 
intangible  personal  property  assessments.  This  is  to  be  expected, 
for  these  classes  of  property  constitute  only  a small  part  of  the 
total  assessment  because  comparatively  little  intangible  property, 

1 Data  from  interview  with  members  of  Missouri  Tax  Commission,  September 
1929. 

2 Albert  0.  Brown,  “Six  Years  of  a Tax  Commission  with  Power,”  Bulletin  of 
the  National  Tax  Association,  Vol.  II,  No.  4,  (January,  1917)  p.  96. 

3 Copy  of  argument  submitted  by  Chicago  and  Northwestern  Railway  Company 
to  Iowa  State  Board  of  Assessment  and  Review. 
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in  particular,  is  listed.  In  Wisconsin,  where  much  has  been 
done  for  the  improvement  in  assessments,  the  report  is  that: 
“In  personal  property  there  has  been  little  change  or  develop- 
ment in  methods  of  assessment  or  equalization.  This  is  a prob- 
lem for  the  future.”1  In  1928,  the  Illinois  State  Tax  Commis- 
sion said : 

“The  problem  of  equalizing  personal  property  assessments  is  one  of 
discovery  and  original  assessment  rather  than  changing  ratios  or  over- 
and  under-assessment,  as  in  the  case  of  real  estate.  No  equalization 
method  can  be  satisfactorily  employed  in  the  equalization  of  this  type 

of  property No  changes  in  the  assessment  of  personal  property 

have  been  made  under  the  equalization  powers  of  this  commission  for  the 
year  1928  or  previous  years.”2 3 

The  second  quotation  is  given  here  because  it  states  what 
seems  to  be  a common  practice  of  applying  the  real  estate  ratio 
to  personal  property  assessments.  The  Illinois  report  seems  to 
be  contradictory  in  reporting  that  it  has  not  made  changes  in 
the  personal  property  assessments  as  will  be  shown  in  the  second 
quotation. 

“These  rules  developed  primarily  for  real  estate  have  also  been 
applied  to  personal  property.  The  assumption  is  made  that  in  so  far  as 
real  estate  is  easier  of  assessment  than  personal  property,  ratios  found 
for  real  estate  may  be  conservatively  applied  to  personal  property  with- 
out danger  of  hardship  to  the  owner  of  this  type  of  property.  Con- 
sequently the  ratios  which  the  tax  commission  develops  for  its  equaliza- 
tion work  will  be  applied  to  both  real  estate  and  personal  property.”  * 

The  Illinois  tax  law  requires  that  the  state  equalizations  of 
personal  property  assessments  among  counties  shall  be  based 
on  “the  State  averages  of  the  several  kinds  of  enumerated 
(personal)  property.”4  It  is  not  clear  that  the  tax  commission 
would  have  the  right  to  use  the  real  estate  ratio  for  equalizing 
personal  property  assessments  in  Illinois.  The  quotations  given 
show  clearly  the  Illinois  Tax  Commission’s  opinion  of  the  use- 
lessness of  attempting  to  equalize  personal  property  assessments 


1 Report  of  the  Wisconsin  Tax  Commission,  1930,  p.  21. 

2 Report  of  the  Illinois  State  Tax  Commission,  1928,  p.  68. 

3 Ibid.,  p.  74. 

4 Report  of  the  Illinois  State  Tax  Commission,  1925,  p.  294,  quoting  Sec.  20, 
“An  Act  in  relation  to  the  assessment  of  property  for  taxation.” 
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when  much  of  this  type  of  property  is  not  and  can  not  be 
assessed. 

There  are  certain  classes  of  tangible  personal  property  for 
which  equalizations  are  made  with  some  degree  of  justice.  Some 
of  these  classes  are  comprised  of  such  property  as  farm  wagons, 
horses,  mules,  cattle,  and  certain  articles  of  household  furniture. 
Each  of  these  classes  of  property  is  reported  by  units.  The 
market  prices  are  well  known.  Each  article  is  similar  in  char- 
acter and  relative  value  to  those  in  other  parts  of  the  state. 
Articles  which  have  a more  or  less  standardized  value  may  be 
equalized  by  the  average  method.  The  average  assessed  value 
for  the  entire  state  is  determined,  and  the  average  assessed 
value  per  unit  in  each  tax  district  is  then  compared  with  the 
state  average.  Inspection  of  the  equalizations  made  in  differ- 
ent states  reveals  a wide  use  of  the  average  method. 

The  methods  of  equalization  used  in  Wyoming  are  indicated 
by  the  next  quotation. 

“ ....  in  equalizing,  individuals  must  necessarily  be  lost  sight  of, 
for  only  averages  are  being  considered.  When  averages  in  two  or  more 
counties,  known  to  be  in  most  respects  of  equal  rank  and  value,  are 
compared  and  it  is  found  that  such  averages  are  much  lower  in  one 
than  in  the  other,  the  equalizing  officers  know  that  the  assessing  offi- 
cers worked  by  different  standards  of  value  and  it  is  the  duty  of  the 
equalizing  officers,  of  course,  to  take  such  action  as  will  be  most 
equitable  to  all  concerned.”1 

Live  stock  constitutes  one  of  the  largest  items  of  personal 
property  in  Wyoming.  It  is  particularly  adaptable  to  equaliza- 
tion by  the  average  price  method.  The  cattle  in  Wyoming  are 
almost  all  of  the  beef  breed  type  which  increases  the  justice  of 
using  an  average  ratio.  The  average  value  per  head  for  cattle 
in  1924  was  $21.29.  The  equalized  values  for  the  cattle  in  two 
counties,  Albany  and  Hot  Springs,  were  $846,890  and  $294,305 
for  39,870  and  14,480  head  respectively.  Had  a flat  rate  of 
$21.29  per  head  been  used  the  equalizations  would  have  been 
$848,432  and  $308,424  respectively.2  The  equalized  values  used 
did  not  differ  greatly  from  those  which  would  have  been  ar- 
rived at  by  the  arbitrary  use  of  the  average  figure  for  the  state. 

1 Report  of  the  Wyoming  State  Board  of  Equalization,  1923-1924,  p.  8. 

2 Ibid.,  Table  1,  p.  19. 
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Such  factors  as  distance  from  market,  or  from  railroads  would 
be  more  than  sufficient  to  account  for  the  differences  in  equal- 
ized value  of  cattle.  The  same  is  true  for  other  kinds  of  live 
stock. 

Inspection  of  the  tables  of  equalized  values  published  by 
South  Dakota  reveals  that  that  State  used  the  average  method 
of  making  its  equalizations  of  tangible  personal  property  assess- 
ments.1 

It  is  possible  to  recognize  the  probability  of  wholesale  failure 
to  list  certain  forms  of  property.  There  is  a high  degree  of 
correlation  between  population  and  wealth  as  will  be  shown  in 
Chapter  V.  The  census  reports  of  certain  forms  of  property 
provide  a rough  check  on  the  reporting  of  those  items  of  prop- 
erty for  assessment.  People  commonly  own  watches,  pianos, 
and  radios,  if  a very  small  number  of  these  articles  are  listed 
for  a given  size  of  population  the  assessor  has  probably  failed 
to  exercise  diligence  in  listing  tangible  personal  property. 

SUMMARY 

Total  assessments  among  tax  districts  are  commonly  equalized 
by  means  of  comparisons  between  the  market  value  of  repre- 
sentative samples  of  property  and  the  assessed  value  of  the  same 
property  in  the  district.  The  ratio  thus  derived  is  used  to  de- 
termine the  so  called  true  total  assessed  valuation  for  the  dis- 
trict. When  a state  property  tax  is  to  be  levied,  the  local 
assessments  are  changed.  Either  the  revised  total  assessments 
or  the  computed  total  true  valuation  may  be  used  as  the  base 
for  the  distribution  of  state  school  funds. 

Adams,  in  1908,  investigated  the  accuracy  of  the  results 
obtained  in  Wisconsin  by  the  sales  method  of  equalizing  assess- 
ments. Adams  found  that  the  effects  of  errors  due  to  inaccu- 
rate sales  data  were  reduced  to  a minimum  by  careful  “fielding” 
of  sales  and  by  grouping  the  data  by  towns  in  computing 
assessment  ratios  for  counties.  The  effects  of  sales  data  which 
disproportionately  represent  some  classes  of  property  are  not 
important  unless  such  classes  are  both  markedly  disproportion- 


1 South  Dakota  Report  of  the  Division  of  Taxation  and  State  Board  of  Equal- 
ization, 1924-1925,  pp.  18-40. 
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ately  assessed  and  represented  in  the  sample.  Adams  found  that 
the  sales  method  gave  reasonably  reliable  ratios  of  assessed 
to  true  values  for  counties,  which  were  the  units  used  in  his 
investigation. 

In  recent  years,  Wisconsin  has  had  to  modify  its  use  of  the 
sales  method  because  the  results  obtained  were  not  reliable  for 
town  units.  The  town  is  the  assessment  unit.  The  sales  method 
is  unreliable  for  towns  because  the  available  sample  of  sales 
data  by  towns  is  often  too  small  to  be  truly  representative  of 
all  the  property.  Sale  prices,  particularly  in  rural  sections, 
following  the  close  of  the  war,  did  not  represent  true  values 
due  to  conditions  caused  by  the  war.  The  inclusion  of  one  or 
two  sales  which  did  not  accurately  represent  true  values  was 
found  in  some  cases  to  destroy  the  accuracy  of  equalizations. 

The  methods  adopted  to  get  an  accurate  and  representative 
sample  of  true  property  values  to  improve  equalizations  were : 
to  use  all  good  sales,  to  secure  a sample  of  at  least  10  per  cent 
of  all  property  in  rural  districts  by  including  appraisals  made  by 
supervisors  of  assessments,  and  by  collecting  other  evidences 
of  the  value  of  property.  There  have  been  few  changes  made 
in  Wisconsin  in  methods  of  equalization  in  cities.  There  was 
less  need  for  changes  in  the  cities  due  to  larger  units  and  more 
efficient  assessment  machinery. 

Pollys  investigated  the  accuracy  of  the  sales  method  for  the 
lots  in  277  blocks  in  St.  Paul.  Pollys  compared  to  the  ratio 
of  assessed  to  true  value  derived  from  appraisals  for  the  same 
lots  by  realtors  with  the  ratio  derived  from  the  sale  price  of 
the  same  lots.  The  results  obtained  showed  that  the  sales 
method  was  reasonably  accurate  under  the  conditions  prevailing 
in  St.  Paul.  The  California  Tax  Commission  secured  some- 
what comparable  results  by  the  use  of  the  sales  and  appraisal 
methods.  The  counties  checked  under  both  methods  were  not 
the  same  in  all  cases. 

The  use  of  the  sales  method  of  equalization  by  the  Minnesota, 
New  Jersey,  Missouri,  and  New  Hampshire  State  Tax  Com- 
missions is  strong  evidence  of  its  reliability.  Furthermore,  sales 
data  is  probably  the  most  used  data  submitted  in  tax  appeal 
cases  by  individual  taxpayers  and  by  corporations. 
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It  may  be  concluded  that,  under  ordinary  conditions,  the 
sales  method  may  be  relied  upon  to  provide  reasonably  accurate 
equalization  of  the  total  assessments  among  counties  and  larger 
cities.  Unless  sales  data  is  supplemented  by  appraisal  data  and 
other  clues  to  values,  many  of  the  sales  method  assessment 
equalizations  among  towns  will  be  unreliable. 

There  is  little  use  in  attempting  to  equalize  personal  property 
assessments  in  general  when  entire  classes  of  personal  property 
escape  assessment.  The  state  average  of  assessment  may  be 
applied  with  some  degree  of  equality  to  those  classes  of  personal 
property  which  are  usually  found  for  assessment.  Apparently, 
the  most  common  method  of  equalizing  personal  property 
assessments  is  to  apply  the  assessment  ratio  derived  for  real 
property  assessments  to  both  personal  and  real  property  assess- 
ments. 


CHAPTER  IV 


SOME  PHASES  OF  THE  WISCONSIN  ASSESSMENT 

SYSTEM 

In  Chapter  III,  the  development  of  the  Wisconsin  system  of 
equalizing  assessments  was  considered.  A review  of  the  organ- 
ization of  Wisconsin’s  tax  machinery  and  methods  of  adminis- 
tration will  serve  to  show  some  of  the  more  efficient  practices. 

Wisconsin  has  what  is  probably  the  best  assessment  system 
in  the  United  States,  but  Wisconsin  falls  short  of  having  the 
ideal  assessing  machinery  as  proposed  in  Chapter  II.  Wisconsin 
has  the  town  unit  of  assessment.  There  are  over  1,700  towns 
and  over  1,800  persons  who  make  assessments  in  Wisconsin. 
The  town  assessors  are  elected,  and  are  employed,  as  a rule, 
for  only  a few  weeks  each  year. 

The  quality  of  assessments  in  Wisconsin  is  as  high  as  it  is 
largely  because  of  the  State  Tax  Commission’s  exercise  of  its 
powers  of  supervision  of  assessment,  reassessment,  equalization 
of  assessments  among  counties,  and  assesment  of  public  utili- 
ties. The  deputy  assessor  of  incomes,1  who  acts  as  district 
supervisor  of  assessment,  and  who  is  appointed  by  the  Tax 
Commission,  aided  by  the  statisticians  and  other  office  staff 
members  are  the  important  means  by  which  the  State  Tax  Com- 
mission exercises  its  functions.  Each  supervisor  of  assessment 
can  serve  a district  comprising  several  counties. 

METHODS  OF  SUPERVISION  AND  EQUALIZATION 

In  Chapter  III,  the  discussion  of  equalization  in  Wisconsin 
before  1925  showed  that  the  greatest  difficulties  in  determining 
the  true  valuation  of  taxable  property  in  any  district  were  to 
be  found  in  inaccurate  original  assessments,  lack  of  information 
concerning  the  relative  rate  of  assessments  of  various  classes 

1 The  Wisconsin  Tax  Commission  has  recommended  that  the  titles  of  the  depu- 
ty assessors  of  incomes  who  are  in  charge  of  property  tax  assessment  work  be 
changed  to  “Supervisors  of  Assessment  and  Equalization.”  The  change  is  one  of 
administrative  detail  only.  Report  of  the  Wisconsin  State  Tax  Commission,  1930, 

p.  11. 
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of  property,  insufficient  sales  data  to  furnish  reliable  samples 
of  property  by  which  to  determine  the  ratios  of  assessed  to 
full  value  of  the  taxable  property,  failure  of  the  assessors  of 
incomes  to  select  only  “good”  sales  for  use  in  determining 
assessment  ratios,  and  the  variations  in  the  standards  of  value 
used  by  the  state  assessors  of  incomes  in  determining  assess- 
ment ratios.  The  recognition  of  the  weaknesses  in  the  Wis- 
consin system  indicated  the  most  plausible  remedial  measures 
to  be  taken.  In  1925,  Commissioner  Charles  D.  Rosa  stated 
the  remedies  which  the  Wisconsin  Tax  Commission  was  put- 
ting unto  operation,  as  follows : 

“1.  Classify  property  into  some  simple  classification  and  apply  sales 
ratios  only  to  the  class  of  property  from  which  obtained: 

(a)  This  classification  could  be  made  in  the  first  instance 
by  assessors  if  proper  rolls  were  prepared  with  that  end 
in  view. 

(b)  It  could  be  further  perfected  and  adjusted  by  assessors 
of  income.” 

“2.  Where  there  is  a complete  absence  or  insufficient  volume  of  sales 
within  a class  or  within  a taxation  district,  base  values  should 
be  established  by  other  methods.  Some  suggested  ones  are : 

(a)  Inspections  by  assessors  of  incomes. 

(b)  Estimates  by  informed  people  acquired  personally  or  by 
questionnaires.” 

“3.  Put  into  effect  and  make  basic,  in  fielding  of  sales,  the  statutory 
standard  for  the  assessment  of  real  property. 

(a)  Basic  rules  should  be  carefully  worked  out  by  the  Com- 
mission. 

(b)  Office  and  field  supervision  should  be  given  to  keep  work 
within  the  rule. 

(c)  Results  should  be  carefully  checked  by  the  Commission.” 

“4.  Coordinate  and  standardize  judgments  of  different  assessors  of 

income  by  supervision  by  a field  agent  and  by  efficient  office 
supervision.”1 

CLASSIFYING  PROPERTY  IN  ASSESSMENT 

The  former  assessment  rolls  did  not  segregate  real  property 
into  classes  such  as  dwellings,  farm  lands,  etc.,  not  to  speak  of 
more  detailed  classifications.2  It  was,  therefore,  difficult  or 

1 Charles  C.  Rosa,  “ Wisconsin  Real  Estate  Sales  Method  of  Equalization,” 
1925,  p.  18. 

2 The  principal  source  of  data  for  this  section  was  Chapter  I,  “The  General 
Property  Tax,’’  Report  of  the  Wisconsin  Tax  Commission,  1930. 
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impossible  to  determine  whether  or  not  each  class  of  property 
was  fairly  represented  in  the  sales  data  and  in  the  equalization. 
Classification  has  been  found  to  be  of  decided  assistance  in 
making  assessments.  Building  cost  rules  or  methods,  unit  foot 
rules,  depreciation  rates,  etc.,  can  not  be  applied  without  careful 
classification  of  the  property  to  be  appraised.1  1 

For  many  years,  the  personal  property  of  Wisconsin  had  been 
classified  into  certain  general  classes  designated  by  law.1 2 3  “In 
1925,  the  commission  required  the  assessors  to  classify  real 
estate  on  the  assessment  roll  according  to  its  use.  The  Commis- 
sion prepared  an  assessment  roll  which  made  such  classification 
by  the  assessor  an  easy  task.”4 

The  classes  used  are  of  interest.  “In  towns  the  real  estate 
classes  were  agricultural ; marsh,  cutover,  and  waste ; timber ; 
and  residential,  mercantile,  manufacturing  and  agricultural,  and 
in  villages  and  cities  as  residential,  mercantile,  manufacturing, 
and  agricultural.  Each  class  was  further  divided  into  land  and 
improvements.”5  The  classification  was  based  on  the  use  made 
of  real  estate. 

“This  general  classification  by  use,  however,  is  not  sufficient.  Espe- 
cially in  towns  the  wide  variations  in  lands  require  further  subdivision. 
There  are  grades  within  the  classes  of  agricultural,  waste  and  timber 
land.  To  make  an  equitable  assessment  in  a town,  it  is  necessary  for 
the  assessor  to  classify  his  land  into  different  grades  and  to  place  unit 
values  on  each  grade.  The  most  prevalent  cause  of  bad  rural  assess- 
ments has  been  the  common  practice  of  placing  approximately  the  same 
value  per  acre  on  good  and  poor  land.  The  grading  of  land  paves  the 
way  for  the  elimination  of  this  evil.”8 

The  classification  system  used  is  relatively  simple.  Even  a 
simple  classification  system  is  difficult  to  install  and  to  operate 
in  a state  which  has  over  1800  elected,  part-time  assessors. 
“Some  assessors  resisted  the  classification  in  the  early  years 
but  it  has  succeeded  in  practice  so  well  that  the  great  majority 
of  assessors  now  favor  it  as  a help  in  their  work,  and  fairly 


1 E.  L.  Prouty,  Clem  W.  Collins,  and  Frank  H.  Prouty,  Appraisers  and  As- 
sessors Manual,  1930,  ff. 

2 John  A.  Zangerle,  Principles  of  Real  Estate  Appraising,  1927,  ff. 

3 Report  of  the  Wisconsin  Tax  Commission,  1930,  p.  7. 

* Ibid.,  p.  7. 

™md.,  p.  8. 
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satisfactory  results  have  been  obtained  in  all  districts  having 
an  efficient  supervisor.”1 

The  Commission  prepared  an  assessment  form  or  blotter  for  use 
in  each  assessment  district.  “The  blotter  contained  spaces  for 
classifying  the  land  by  grades  and  for  applying  unit  values  for 
each  grade.”  These  blotters  are  designed  to  be  used  for  a given 
period  of  years  and  then  they  are  to  be  thoroughly  revised. 
The  reason  for  this  is:  “There  is  no  need  for  an  assessor  to 
grade  the  land  in  his  town  each  year.  A careful  grading  to 
start  with  followed  by  changes  as  land  is  brought  under  culti- 
vation or  passes  out  of  cultivation  and  a careful  check  of  the 
classification  every  five  years  should  be  adequate.”  2 

The  commission  holds  that  the  classification  of  lands  is  of 
great  assistance  in  comparing  the  values  of  farms  sold  with 
those  of  farms  not  sold.  The  commission  said  on  this  point: 
“An  inspection  and  careful  classification  of  many  farms  which 
have  sold  creates  in  the  mind  a substantial  judgment  of  the 
market  value  of  different  types  of  land  and  improvements  as 
parts  of  a farm  unit.  This  judgment  can  then  be  applied  in 
assessing  unsold  property.”  3 

The  Commission  is  requiring  that  the  land  in  each  town  be 
mapped  on  blank  maps  showing  section  lines  for  the  township. 

Provisions  have  been  made  for  more  systematic  assessment 
of  village  and  city  property. 

“The  commission  has  designed  permanent  record  forms  for  use  in 
the  assessment  of  residential,  mercantile,  and  manufacturing  real  estate 
in  villages  and  cities.  Upon  these  forms  may  be  entered  the  data  rela- 
tive to  each  lot  and  the  improvement  on  it.  These  forms  have  been 
introduced  in  a number  of  cities.  Other  cities  have  their  own  satis- 
factory method.”  4 

The  work  of  the  supervisors  of  assessments  plays  a large  part 
in  the  utilization  of  the  improved  system. 

“Systems,  forms,  and  manuals  of  instruction  are  helpful  but  their  full 
effects  cannot  be  realized  without  careful  personal  supervision  of  the 
assessors To  get  results  from  local  assessors  it  is  necessary  that 

'Ibid.,  p.  8. 

2 Ibid.,  p.  8. 

3 Ibid.,  p.  9. 

4 Ibid.,  p.  10. 
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the  supervisor  be  a man  of  sympathy  and  imagination  as  well  as  a man 
having  excellent  judgment  of  property  values  and  the  backbone  to  be  firm 
in  the  application  of  his  judgment.”1 2 

As  soon  as  the  real  property  of  the  state  has  been  properly 
classified,  it  will  be  possible  to  apply  the  available  sales  data 
to  the  classes  of  property  to  which  the  sales  belong.  If  enough 
good  sales  are  available,  a reliable  ratio  between  true  values  as 
indicated  by  sales  and  assessed  value  may  be  drawn  for  each 
class  of  property,  otherwise  other  information  must  be  secured. 
This  last  problem  is  considered  in  the  next  section. 

ESTABLISHING  BASE  VALUES  BY  OTHER  METHODS 
WHERE  SALES  DATA  ARE  INSUFFICIENT 

Studies  made  by  the  Wisconsin  Tax  Commission  cause  the 
Commission  to  “believe  that  not  less  than  10%  of  the  total 
values  of  the  property  of  any  taxation  district  should  be  inspect- 
ed and  valued  by  the  supervisors  in  order  to  arrive  at  a fairly 
accurate  full  value  of  any  such  district.”  ! 

This  quotation  gives  the  key  to  the  Wisconsin  plan  of  equal- 
izing assessments.  The  plan  is  to  secure  reliable  valuations  on 
a sample  of  at  least  10  per  cent  of  the  property  in  each  district 
by  employing  the  supervisors  of  assessment  to  field  the  good 
sales  and  to  “inspect  and  value”  enough  additional  property  to 
constitute  the  10  per  cent  sample.  The  results  expected  by  the 
commission  and  the  extent  to  which  the  program  can  be  carried 
out  by  the  present  staff  of  the  commission  is  indicated  in  the 
following  quotation. 

“The  commission  likewise  believes  that  this  method  secures  by  far 
the  most  reliable  values  for  such  districts.  They  are  not  so  erratic  and 
unreliable  as  those  so  often  obtained  by  using  the  ratio  method  of  sales. 
However,  the  territory  covered  by  each  man  is  so  great  that  it  has  been 
impossible  for  any  supervisor  to  arrive  at  the  values  of  any  consider- 
able number  of  towns  in  his  taxation  district  by  this  method.  He  is 
compelled  to  resort  to  makeshifts  and  much  time  is  lost  in  arriving 
at  substantial  values.”  3 


1 Ibid.,  pp.  10-11. 

2 Ibid.,  p.  19. 

3 Ibid.,  p.  19. 
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The  foregoing  presents  the  general  plan  followed  in  estab- 
lishing base  values  when  sales  data  are  insufficient.  The  next 
quotation  gives  the  general  technique  followed  by  the  supervisor 
in  inspecting  and  valuing  property  in  building  up  an  estimate  of 
the  true  tax  base. 

“The  sales  were  and  are  few  and  being  rare  the  most  must  be  made 
of  each.  To  accomplish  this  end  the  practice  was  inaugurated  of  in- 
specting the  sold  property  to  determine  in  detail  what  the  buyer 
received.  The  purpose  of  the  inspection  is  for  the  double  purpose  of 
finding  out  the  facts  about  the  sales  and  to  school  the  supervisor  of 
assessments  in  the  value  at  which  property  is  selling.  Having  become 
expert  in  the  sales  of  property  in  the  general  locality,  the  supervisor 
is  asked  to  proceed  by  one  or  both  of  the  following  methods.” 

“He  may  make  a rapid  inspection  and  valuation  of  all  the  land  and 
improvements  in  the  town,  classifying  and  grading  them  and  applying 
proper  unit  values.  The  result  is  the  so-called  ‘mass  assessment’,  that  is, 
an  assessment  of  property  in  the  mass  without  reference  to  its  owner- 
ship. This  method  is  necessary  if  the  assessor’s  valuations  have  been 
erratic,  for  it  is  obviously  impossible  to  use  a ratio  method  with  any 
satisfactory  degree  of  accuracy  where  the  assessor’s  values  are  highly 
variable  in  relation  to  market  value.” 

“In  cases  where  the  assessment  is  of  better  quality  and  is  fairly 
uniform  relative  to  full  value,  the  supervisor  may  proceed  by  a differ- 
ent method.  Having  become  expert  in  the  values  of  property  through 
his  close  study  of  sales,  he  makes  a sufficient  number  of  valuations 
by  inspection  of  farms  and  other  property  in  different  parts  of  the  town 
to  get  a fair  sized  sample  of  the  property  and  one  representing  all 
classes  and  grades  of  land  and  improvements.  He  then  uses  these 
values  to  compute  assessment  ratios  for  each  class  of  land  and  improve- 
ments and  applies  these  ratios  to  the  classified  assessment  of  the  town. 
These  valuations  by  the  supervisor  are  used  to  build  equalization  values. 
They  are  a good  check  upon  the  figures,  derived  from  the  few  sales 
which  have  been  made.” 1 

The  employment  of  competent  men  as  supervisors  of  assess- 
ment and  requiring  them  to  inspect  all  property  sold  insures  to 
the  state  appraisers  who  know  local  property  values.  The  super- 
visors are  thus  qualified  to  “field”  sales  and  to  appraise  suf- 
ficient additional  property  to  make  a 10  per  cent  sample  of  all 
the  property.  The  values  placed  on  the  samples  of  10  per  cent 
of  the  town’s  property  may  be  accepted  as  being  reasonably 


1 Ibid.,  p.  19. 
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reliable,1  although,  of  course,  they  are  subject  to  challenge  on  the 
grounds  that  they  represent  the  opinion  of  one  man.  The  fact 
that  the  same  man  makes  all  the  valuations  should  tend  to  keep 
values  fairly  uniform  throughout  the  sample. 

The  present  Wisconsin  method  is  reasonably  certain  to  secure 
proportionate  representation  of  each  class  of  property  in  the 
sample  used  as  the  index : the  supervisor  knows  the  extent  of 
each  class,  and  he  can,  therefore,  select  a proportionate  amount 
of  property  from  each  class. 

STEPS  III  AND  IV 

Steps  three  and  four  are : putting  into  effect  and  making 
basic,  in  “fielding”  sales,  the  statutory  standard  for  assessing 
property;  and  coordinating  and  standardizing  the  judgments 
of  the  different  supervisors  of  assessment.  The  solutions  to 
the  two  problems  used  by  the  Wisconsin  Tax  Commission  is 
contained  in  one  procedure,  which  will  be  discussed. 

The  problem  of  applying  the  statutory  value  to  sales  data 
has  always  been  a difficult  problem.  The  statute  provides 
(Sec.  70.32)  that:  “Real  property  shall  be  valued  by  the  assessor 
from  actual  view  or  from  the  best  information  that  the  assessor 
can  practically  obtain  at  the  full  value  which  could  ordinarily  be 
obtained  therefor  at  private  sale.”  Rosa  quotes  that  section  and 
then  shows  that  all  bona  fide  sales  do  not  fall  within  the  limits 
of  the  clause  “at  the  price  which  could  ordinarily  be  obtained  at 
private  sale.”2  The  applying  of  statutory  values  is  a matter  of 
knowledge  of  property  values  and  the  use  of  good  judgment. 
The  instructions  given  to  the  supervisors  of  assessment  in 
Wisconsin  had  been,  in  the  past,  to  use  all  bona  fide  sales.  This 
was  one  reason  for  the  failure  to  reach  the  statutory  value  as 
some  sales  were  used  which  were  not  boni  fide  sales. 

The  remaining  problem  (Step  IV)  is  how  to  get  agreement 
on  judgment  of  values  among  the  supervisors  of  assessment. 
The  Wisconsin  Tax  Commission’s  method  of  attack  on  these 
two  problems  has  been  by  coordinating  the  work  of  the  super- 

1 Lawson  Purdy,  Remarks  from  the  floor,  Proceedings  of  the  Fourth  Interna- 
tional Tax  Conference,  19X0,  p.  386. 

2 Charles  D.  Rosa,  “The  Wisconsin  Beal  Estate  Sales  Method  of  Equalization, 
1925,  p.  9. 
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visors  of  assessment  through  direction  given  by  the  staff  of 
the  central  office.  The  following  quotation  contains  a descrip- 
tion of  this  service. 

“Under  the  new  system,  the  commission  and  its  central  office  works 
with  the  supervisor  in  creating  the  best  possible  valuation  for  each 
taxation  district  in  each  county  and  then  adopts  these  values  as  its 
own ” 

“Supervision  and  the  extension  of  the  conference  idea  has  been  grad- 
ually developed  as  the  need  has  become  more  apparent.  In  1929,  so 
diverse  were  the  judgments  of  many  of  the  supervisors  of  assessment 
concerning  rural  values  that  a member  of  the  Commission  went  into 
the  district  of  each  supervisor  and  spent  at  least  one  day  inspecting 
sales  of  farm  property  in  some  county  of  the  district.  This  work 
entailed  a heavy  program  but  was  justified  at  the  end  of  the  season 
by  the  conclusion  that  the  differences  in  the  condition,  trend,  and  level 
of  the  farm  real  estate  market  were  more  matters  of  opinion  than  of 
fact.” 

“Early  in  1930,  the  Commission  expanded  the  force  in  the  central 
office  by  hiring  an  experienced  statistician  who  will  be  known  as  a field 
statistician.  During  the  past  summer  he  has  worked  out  of  the  office 
through  the  state  with  the  different  supervisors  helping  and  counseling 
with  them  in  building  up  equalization  values  for  taxation  districts.  In 
addition  to  this  work  he  has  in  company  with  a member  of  the  Com- 
mission valued  a complete  town  by  the  inspection  method  in  the  district 
of  each  supervisor  of  assessment  in  the  south  two-thirds  of  the  state. 
Lack  of  time  prevented  this  work  from  being  extended  to  the  north 
sections  of  the  state.”  1 

The  plan  used  in  Wisconsin  appears  to  be  a practical  method 
of  educating  the  supervisors  of  assessment  in  what  the  statutory 
definition  of  value  means,  and  in  securing  agreement  in  judg- 
ment between  the  various  supervisors  of  assessment.  At  the 
same  time,  the  central  office  is  kept  informed  as  to  real  estate 
values. 

To  date,  the  entire  new  system  of  equalizing  assessments  has 
been  applied  chiefly  to  rural  real  estate.  “The  reason  for  this 
is  obviously  that  in  this  field  the  old  method  completely  broke 
down  and  was  useless.”  2 

“In  cities  the  real  estate  market  continued  active  up  to  the  latter 
part  of  1929  when  the  business  depression  began  and  even  in  depression 
is  more  active  than  the  rural  real  estate  market.  Consequently,  the 

1 Report  of  the  Wisconsin  Tax  Commission,  1930,  p.  21. 

2 Ibid.,  p.  21. 
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changes  in  method  have  been  more  in  the  use  of  sales  than  in  supple- 
menting them  by  inspection  and  other  information.  In  personal  property 
there  has  been  little  change  or  development  in  methods  either  of  assess- 
ment of  equalization.  This  is  a problem  for  the  future.”1 

SUMMARY 

Wisconsin  has  gone  far  towards  developing  an  efficient  system 
for  securing  reasonably  accurate  measures  of  the  taxable  wealth 
of  assessment  districts.  This  progress  has  been  made  in  spite 
of  the  handicaps  of  small  assessment  districts  and  elected,  un- 
trained, part  time,  and  often  poorly  paid  town  assessors. 

There  are  four  important  steps  in  the  system  used  in  Wis- 
consin to  secure  adequate  measures  of  the  true  taxable  wealth 
of  town  districts.  The  first  step  is  to  classify  all  real  property 
into  classes  and  sub  classes.  This  is  done  by  the  local  assessor 
according  to  the  directions  of  the  Tax  Commission  and  under 
the  general  supervision  of  the  Commission’s  supervisors  of 
assessment.  Efforts  are  made  to  secure  as  equal  an  assessment 
of  the  property  within  each  class  as  possible.  The  second  step 
is  to  secure  a base  value  for  each  class  of  property.  This  is 
secured  by  sales  data  if  they  are  adequate,  or,  if  the  sales  data 
are  inadequate,  they  are  supplemented  by  inspections  by  the 
assessors  of  income,  who  act  as  supervisors  of  assessment,  and 
by  estimates  of  informed  people,  or  by  some  other  means.  The 
third  step  is  to  make  basic  the  statutory  standard  for  the  assess- 
ment of  property.  This  is  done  by  working  out  the  basic  rules 
and  the  application  of  these  rules  through  careful  supervision 
by  the  agents  of  the  Tax  Commission.  The  fourth  step  is  the 
co-ordination  and  standardization  of  the  judgments  of  the  super- 
visors of  assessment  through  the  work  of  a field  agent  of  the 
commission  and  by  efficient  office  supervision. 

Wisconsin,  due  to  financial  limitations,  does  not  seem  to  have 
been  able  to  put  its  system  fully  into  operation  in  all  districts 
in  the  state.  It  is  used  chiefly  in  the  town  districts.  The  sales 
method  of  equalizing  assessments  is  still  largely  relied  upon  in 
the  cities.  Little  has  been  done  with  personal  property  assess- 
ments. 


'Ibid.,  p.  21. 
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SOME  MEASURES  FOR  USE  UNDER  CERTAIN 

CONDITIONS 

The  problem  of  how  to  distribute  state  school  funds  according 
to  the  need  and  ability  of  the  district  is  a problem  which  can 
not  wait  for  solution  until  optimum  assessment  machinery  is 
adopted,  until  the  more  effective  methods  of  equalizing  assess- 
ments can  be  applied,  or  until  some  measure  of  the  ability  of 
school  districts  to  support  schools  other  than  that  of  property 
assessments  can  be  perfected  and  adopted.  State  school  funds 
must  be  distributed  each  year.  If  the  property  assessment  is 
used  as  the  base  measure  for  distributing  state  school  funds, 
and  if  little  or  nothing  is  done  to  prevent  districts  from  prac- 
ticing under-assessment  and  thereby  securing  more  than  their 
share  of  state  school  funds,  then  competitive  under-assessment 
among  the  districts  in  the  state  will  increase.  The  most  favor- 
able conditions  for  competitive  under-assessment  exist  in  states 
where  the  assessment  of  property  taxes  is  purely  a local  func- 
tion. For  example,  Pennsylvania  and  Virginia  levy  no  property 
taxes  for  state  purposes,  they  make  no  equalization  of  assess- 
ments among  districts  within  the  state,  and  they  exercise  no 
state  supervision  over  the  assessment  work  in  the  districts.  The 
problem  is:  “What  can  be  done  to  insure  more  equitable  distri- 
bution of  state  school  funds  when  the  ordinary  measures  of  the 
ability  of  districts  to  support  schools  probably  are  unreliable 
for  many  districts,  and  when  little  or  no  state  machinery  exists 
for  detecting  erratic  district  assessments?” 

The  steps  taken  in  several  states  to  test  the  reliability  of  local 
assessments  may  be  cited  to  show  what  has  been  attempted  along 
this  line. 

PENNSYLVANIA 

In  1928,  Pennsylvania  distributed  some  state  school  funds 
according  to  the  taxable  wealth  per  teacher  in  the  district.  The 
districts  receiving  this  aid  were  preferential  districts.  The  law 
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provided : “In  substance  that  where  the  true  valuation  per 
teacher  was  $50,000  or  less  the  district  should  receive  75  per 
cent  of  the  minimum  allotted  salaries  and  that  districts  with  a 
true  valuation  per  teacher  of  assessable  property  of  more  than 
$50,000  and  not  more  than  $100,000  should  receive  60  per  cent 
of  the  minimum  salaries  specified.”  1 2 It  was  found  that  many 
districts  were  endeavoring  to  keep  their  assessment  rate  down 
in  order  that  they  might  be  placed  in  as  low  a valuation  class 
as  possible. 

The  Pennsylvania  State  Educational  Council  authorized  the 
state  superintendent  of  schools  to  employ  expert  appraisers  to 
investigate  the  assessments.  These  men  collected  sales  data 
and  other  information  concerning  property  values  and  assess- 
ments. The  assessments  in  districts  which  appeared  from  pre- 
liminary investigations  to  be  near  the  top  of  each  class  were 
investigated  somewhat  more  carefully  than  the  other  districts. 
These  were  the  districts  which  were  the  most  likely  to  have 
manipulated  their  assessments  sufficiently  to  get  into  a lower 
class.  The  system  is  considered  to  be  a make-shift.  The  state 
department  of  education  is  not  in  position  to  make  thorough 
investigations  into  assessments : that  should  be  the  duty  of  the 
state  department  of  finance.  The  investigations  in  Pennsylvania 
have  been  of  value  in  discouraging  some  districts  in  their  efforts 
to  manipulate  their  assessments  to  the  disadvantage  of  the 
state  school  fund.’ 


CALIFORNIA 

Although  California  in  1925  had  separate  sources  of  state 
and  local  revenue,  it  was  still  necessary  for  the  California  Board 
of  Equalization  to  inquire  into  local  assessments  because  the 
state  taxes  on  the  gross  receipts  of  public  utility  companies 
are  supposed  to  be  imposed  at  rates  which  result  in  a burden 
on  the  utilities  which  is  equivalent  to  local  taxes  on  “common 
property.” 


1 Report  of  the  Commission  to  Study  the  Distribution  of  State  Subsidies  to 
School  Disricts,  (Pennsylvania),  1927,  pp.  76-77. 

2 Interview  with  Dr.  John  A.  C.  Keith,  Superintendent  of  Public  Instruction 
for  Pennsylvania,  October,  1928. 
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The  technique1  used  in  1925-1926  by  the  California  Board  of 
Equalization  was:  “Information  concerning  the  sale  of  property 
in  probate  proceedings.”  And  the  “Appraisement  of  selected 
properties  in  various  counties  by  qualified  appraisers  chosen  by 
our  board.”  The  selection  of  properties  to  be  appraised  was 
made  under  the  personal  supervision  of  the  members  of  the 
board.  The  list  of  appraisements  were  checked  with  “compar- 
ative data  obtained  from  other  sources.”  Appraisals  were  made 
in  the  thirty-six  counties  which  represented  more  than  90  per 
cent  of  the  total  assessed  value  of  property  in  California.  “In 
the  remaining  twenty-two  counties,  representing  less  than  10 
per  cent  of  the  total  property  in  the  state,  the  board  deemed  it 
inadvisable  to  undertake  appraisements  on  such  an  intensive 
scale.  The  several  assessors  of  these  counties  were  asked  to 
furnish  their  beliefs  as  to  percentages  of  true  value  indicated 
by  their  assessments,  and  the  information  so  obtained  was  veri- 
fied by  resort  to  official  records  and  other  competent  sources.” 
“Inasmuch  as  only  a small  proportion  of  total  valuation  is 
involved  in  these  counties,  the  possibility  of  a material  percent- 
age of  error  is  negligible.” 

A comparison  of  the  measures  of  the  ratios  of  assessed  to 
full  value  obtained  by  the  use  of  probate  sales  and  appraise- 
ments is  of  interest.  “In  the  three  most  populous  counties  of 
the  state,  the  relative  percentages  of  assessed  valuation  of  prop- 
erties to  the  valuation  established,  first,  by  probate  sales,  and, 
second,  by  appraisements,  were  thus  disclosed : 


County  Probate  Sales  Appraisements 

Alameda  41.47%  40.05% 

Los  Angeles  34.31%  42.62% 

San  Francisco  42.84%  48.06% 


The  explanation  for  the  somewhat  lower  ratios  given  by  pro- 
bate sales  than  by  assessments  in  Los  Angeles  and  San  Fran- 
cisco counties  was:  “That  in  a sense  a probate  sale  is  a ‘forced 
sale’,  and  therefore  not  always  calculated  to  bring  a full  market 
price.” 


1 Letter  from  California  Board  of  Equalization  to  Dr.  John  A.  C.  Keith,  State 
Superintendent  of  Schools  for  Pennsylvania.  Letter  contained  excerpt  from  Board’s 
Report  of  Additional  Data  on  Relative  Tax  Burdens,  August,  1928. 
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Judging  from  the  comparison  of  ratios  given  by  probate  sales 
and  by  appraisements  to  market  values,  it  is  probable  that  pro- 
bate sales  could  be  used  with  a considerable  degree  of  confidence 
by  special  investigators  as  a basis  for  testing  the  ratio  of  local 
assessments  to  market  value. 

NORTH  CAROLINA 

The  North  Carolina  Board  of  Equalization  used  a number  of 
procedures  not  mentioned  in  the  descriptions  of  equalization 
methods  used  in  other  states.  In  general,  the  North  Carolina 
system  involves  three  types  of  procedures ; first,  indirect  super- 
vision of  assessment  by  means  of  manuals  and  assessment 
forms  and  by  general  assessors  meetings ; second,  by  collection 
and  use  of  data  revealing  the  general  wealth  of  the  county; 
and,  third,  by  appraisal  of  sample  properties  in  each  county. 
The  following  is  a statement  of  the  methods  employed. 

“First,  ....  The  Board  began  its  work  by  preparing  for  use  by  the 
counties  certain  forms  to  be  used  by  the  local  assessors  that  would  lead 
to  a more  thorough  investigation  and  study  of  the  segregated  items. 
Each  member  of  the  Board  visited  the  several  counties  composing  his 
district  and  advised  with  the  county  tax  assessor  and  others  interested 
in  the  work ” 

“Second.  The  counties  were  required  to  furnish  the  Board  with 
detailed  information  concerning  the  valuation  placed  on  the  various  items 
of  property  contained  in  the  county.  Information  concerning  the  cor- 
porate wealth  of  the  counties  was  obtained  from  the  offices  of  the 
State  Board  of  Assessment,  which  fixes  the  corporation  excess  for  the 
State.  From  the  State  Department  of  Agriculture  and  the  United 
States  Department  of  Agriculture  valuable  information  was  obtained 
concerning  the  agricultural  income  of  the  counties ; to  this  was  added 
information  from  many  private  sources,  such  as  railroad  reports  on 
amount  of  truck  products  shipped  from  certain  sections  of  the  State 
and  many  other  commodities.  From  cotton  and  tobacco  warehouses 
information  was  obtained  as  to  the  amount  of  those  prducts  sold  or 
stored;  from  the  State  Department  of  Revenue  the  amount  of  individual 
and  corporate  income  tax  paid  was  received.” 

“Third.  The  members  of  the  Board,  through  independent  valuations 
taken  in  the  counties  of  their  districts,  sought  to  ascertain  the  thorough- 
ness of  the  work  that  had  been  done  by  the  counties  in  the  valuation 
of  property;  nearly  every  township  in  the  State  was  covered  in  this 
manner.  Valuation  maps  of  the  State  were  prepared  showing  the  value 
of  land  by  townships,  the  value  of  town  lots,  the  value  of  manufactur- 
ing property  for  the  various  counties.” 
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“Fourth.  The  Board  assembled  from  time  to  time  in  order  that  they 
might  sit  as  a State  Board  and  disregard  district  lines  to  study  and 
discuss  the  information  that  was  being  assembled ” 

“In  this  manner  it  is  believed  that,  as  a result  of  these  efforts,  an 
equalized  valuation  of  property  as  between  the  various  counties  of  the 
State  was  approached.  I do  not  think  it  is  claimed  that  the  values  thus 
arrived  at  represent  the  true  value  of  all  the  property  of  this  State, 
since  the  valuations  determined  by  this  Board  are  for  the  purpose  only 
of  basing  a distribution  of  the  State  Equalizing  Fund.  If  the  values 
are  equalized  between  the  counties,  it  is  claimed  that  an  equitable  dis- 
tribution will  result  therefrom.”  1 

From  the  foregoing  description  of  the  practices  used  in  North 
Carolina,  it  appears  that  many  inequalities  in  assessments  between 
counties  may  be  discovered  and  remedied  as  far  as  equalization 
can  remedy  fundamental  defects  in  assessment. 

The  use  by  the  North  Carolina  Board  of  Equalization  of  data 
concerning  agriculture  income  by  counties,  data  from  railroad 
reports  on  truck  shipments,  and  warehouse  reports  of  cotton 
and  tobacco  consignments  present  a different  type  of  measure- 
ment of  economic  resources.  Sociologists2  have  found  that  total 
retail  sales  in  a community  is  the  best  single  measure  of  a com- 
munity’s purchasing  power.  Purchasing  power,  of  course,  is  an 
excellent  measure  of  the  ability  of  a community  to  support 
schools.  Unfortunately,  it  is  very  difficult  to  secure  adequate 
data  concerning  sales.  Some  data  on  retail  sales  are  available 
in  the  census  reports  and  in  the  United  States  Department  of 
Commerce  reports.3  Much  data  relative  to  total  retail  sales  could 
be  secured  in  states  levying  a general  sales  tax.  But,  due  to 
trading  across  district  lines,  the  amount  of  goods  sold  in  a dis- 
trict is  not  the  same  as  the  amount  of  goods  bought  in  a dis- 
trict. Total  retail  sales,  because  of  lack  of  data,  probably  are 
not  an  important  measure  of  economic  resources  for  the  pur- 
poses considered  here. 


1 Excerpt  from  letter  to  Dr.  John  A.  C.  Keith,  State  Superintendent  of  Public 
Schools  for  Pennsylvania,  from  LeRoy  Martin,  Secretary,  Board  of  Equalization, 
Raleigh,  North  Carolina,  October  10,  1928. 

2 From  an  interview  with  Dr.  Edmund  deS  Brunner,  1932. 

3 The  United  States  Department  of  Commerce,  Market  Data  Handbook  of  United 
States,  1929,  ff. 
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WASHINGTON 

The  plan  followed  in  Washington  in  1914  illustrates  the 
method  used  when  the  state  tax  commission  has  few  or  no  field 
representatives. 

“In  the  even  numbered  years,  the  tax  commissioners  spend  most  of 
the  summer  prior  to  the  meeting”  (of  the  state  board  of  equalization) 
“in  visiting  the  various  counties  of  the  state  and  taking  sworn  testimony 
from  competent  witnesses  as  to  the  actual  considerations  of  sales  of 
property  during  the  assessment  year.  This  testimony  is  compiled  and 
checked  with  the  assessments  returned  for  the  year  and  with  this  as  a 
basis  for  comparison  between  the  actual  and  the  assessed  value  of  prop- 
erty, the  Board  of  Equalization  fixes  the  ratio  of  assessed  to  actual 

values  in  the  several  counties In  this  work  of  ascertaining 

values,  the  commissioners  are  able  to  familiarize  themselves  with  values 
all  over  the  state,  become  better  acquainted  with  assessors,  auditors  and 
taxpayers  and  convey  much  information  to  those  with  whom  they  come 
in  contact.” 1 

In  reply  to  a question,  Mr.  Jackson  stated  that  “We  find  as 
nearly  as  possible  the  actual  value  of  at  least  one  hundred  or 
two  hundred  pieces  of  property  in  a county.”  2 The  danger  is 
always  present  that  samples  of  the  size  mentioned  for  an  entire 
county  will  not  properly  represent  all  classes  of  property  and 
may  not  represent  the  real  ratio  of  assessed  value  to  true  value 
for  the  entire  county. 

SOME  RECENT  TRENDS 

Space  prevents  the  reporting  of  numerous  interesting  sug- 
gestions and  practices  which  have  been  found.  The  trend  of 
these  suggestions  and  practices  is  toward  more  scientific  assess- 
ing and  equalizing  and  away  from  the  need  for  making  special 
investigations.  Particular  emphasis  is  always  placed  on  improv- 
ing assessments.  The  1929  Utah  Tax  Revision  Commission 
recommended  the  creation  of  a state  tax  commission  having- 
powers  to  assess  public  utilities,  to  supervise  assessments,  and 
to  equalize  by  classes  of  property  within  counties.3  The  1930 
Washington  Tax  Investigation  Committee  recommended  a re- 

1 C.  R.  Jackson,  President  of  Washington  State  Board  of  Tax  Commissioners, 

“Administration  and  Amendment,”  Proceedings  Washington  State  Tax  Conference, 
1914,  p.  247. 

3 Ibid.,  p.  252. 

3 Report  of  the  Utah  Tax  Revision  Committee,  1929,  pp.  1-5,  49-50. 
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modeling  of  the  tax  assessment  system  with  the  county  as  the 
smallest  unit.  Immediate  re-assessing  under  the  supervision  of 
the  state  tax  commission,  and  general  strengthening  of  the  tax 
assessment  system.1  The  1930  Michigan  State  Commission  of 
Inquiry  into  Taxation  recommended  the  creation  of  a “Depart- 
ment of  Taxation”  to  handle  all  tax  matters,  and  to  have  “plen- 
ary powers  to  administer  the  state  tax  laws  in  an  efficient  man- 
ner.”2 3 The  Indiana  Tax  Survey  Committee  recommended  that 
the  county  be  made  the  assessment  district  with  assessors 
appointed,  after  examination  as  to  qualifications,  by  the  county 
council  with  the  approval  of  the  State  Board  of  Tax  Commis- 
sioners: that  taxes  be  levied  on  only  25  per  cent  of  the  assessed 
valuation ; and  that  many  items  of  personal  property  be  ex- 
empted from  assessment.5  Some  form  of  classification  of  prop- 
erty or  exemption  of  certain  personal  property  from  taxation 
with  the  substitution  of  income  taxes  or  classified  property 
taxes  were  found  in  each  of  the  reports.  The  recommendations 
of  these  recent  reports  are  very  similar  to  the  conclusions  drawn 
in  this  and  other  chapters  of  this  monograph.  There  was  no 
expression  of  satisfaction  with  anything  less  than  satisfactory 
assessments.  Equalizations  can  not  solve  the  assessment  prob- 
lem. Equalizations  are  of  value  in  detecting  and  partially  correct- 
ing gross  discrepancies  in  assessments  between  districts. 

METHODS  AVAILABLE  FOR  USE  IN  A GENERAL 
INVESTIGATION  OF  THE  ABILITY  OF  SCHOOL  DISTRICTS 
TO  SUPPORT  SCHOOLS 

The  first  group  of  methods  considered  are  the  methods  for 
testing  the  reliability  of  property  assessments.  It  appears  that 
the  methods  available  for  this  purpose  are  substantially  the  same 
as  those  available  for  use  in  equalizing  assessments.  The  more 
important  data  used  are  sales  data,  probate  court  appraisals, 
appraisals  of  property  condemned  for  public  use,  appraisals 
made  by  special  agents,  cost  of  construction  data,  tax  maps  where 
they  are  carefully  constructed  and  the  opinions  of  informed  local 


1 Report  of  the  Washington  Tax  Investigation  Commission,  1930,  pp.  11-29. 

2 Report  of  the  Michigan  State  Commission  of  Inquiry  into  Taxation,  1930, 
p.  59. 

3 Report  of  the  Indiana  Tax  Survey  Committee,  1931,  pp.  6-7. 
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residents.  The  general  method  of  using  these  data  is,  of  course, 
to  compute  ratios  between  the  assessed  valuations  and  the  valu- 
ations of  the  same  properties  secured  from  other  sources.  The 
assessment  ratios  so  computed  are  usually  more  reliable  for  large 
districts  than  for  small  districts.  As  a rule,  the  average  of  a 
small  sample  is  less  reliable  than  an  average  from  a large  sam- 
ple although  both  samples  may  be  the  same  per  cent  of  the  total 
in  each  case. 

Population1  as  a measure  of  economic  ability  is  not  a proved 
measure  although  it  is  indicative  of  economic  ability.  The  index 
measures  of  economic  resources  appear  to  be  more  reliable  for 
large  districts  than  for  small  districts.  Total  local  taxes  assessed 
or  collected  is  not  a definite  measure  of  economic  resources  of 
tax  districts  although  there  is  some  relationship  between  the 
taxes  assessed  and  economic  resources.  In  some  communities, 
the  amounts  of  wheat,  cotton,  and  other  products  shipped  indi- 
cate the  extent  of  economic  resources  of  the  community.  Total 
retail  sales  is  a good  measure  of  the  buying  power  of  a com- 
munity. In  short,  there  are  numerous  indices  pointing  in  a 
more  or  less  general  way  to  the  economic  ability  of  communities 
but  which  can  not  by  themselves  be  relied  upon  to  measure 
reliably  the  ability  of  all  districts. 

The  use  of  a combination  of  the  available  measures  would 
appear  to  be  a promising  possible  way  of  determining  the  ability 
of  large  districts,  such  as  a county  or  a large  city,  to  support 
schools.  It  is  much  less  certain  that  the  ability  of  small  dis- 
tricts could  be  measured  accurately  by  a combination  of  these 
more  or  less  rough  measures  of  economic  ability.  The  combina- 
tion of  methods  used  would  be  determined  by  the  data,  time, 
and  funds  available. 

The  extent  and  the  accuracy  of  all  investigations  depend  on 
the  available  funds,  time,  data,  and  agencies  with  which  to  work. 
It  should  be  remembered  that  as  far  as  possible  all  funds  spent 
in  investigating  the  reliability  of  local  assessments  should 
operate  to  improve  local  assessments.  It  is  just  as  important 
to  have  substantial  justice  among  taxpayers  in  the  payment  of 
property  taxes  as  it  is  to  have  justice  in  the  distribution  of  state 
school  funds. 

1 Measures  reviewed  here  are  discussed  in  preceding  or  following  chapters. 
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Conditioning  of  state  school  aid  on  full  value  assessments 
would  simplify  the  problem  of  making  a general  investigation 
of  local  assessments.  All  that  would  then  be  needed  would  be 
sufficient  data  to  show  that  the  assessments  in  a district  were 
not  in  accordance  with  the  state  tax  law.  The  burden  of  cor- 
recting local  assessments  would  rest  on  the  district. 

If  the  general  investigation  showed  that  the  property  assess- 
ments were  too  erratic  for  use  as  a base  for  distributing  state 
school  funds,  and  that  satisfactory  measures  could  not  be  secured 
for  substantially  all  the  districts  in  a state  by  a general  investi- 
gation, then  recourse  might  be  had  to  one  of  the  various  indexes 
of  economic  resources  or  to  total  local  tax  collections  as  a 
possible  base.  It  may  be  necessary  to  change  the  state  laws 
before  another  measure  than  property  assessments  could  be 
used  in  distributing  state  school  funds. 

STATE  AND  COUNTY  COOPERATION  IN  DISTRIBUTION 
OF  STATE  SCHOOL  FUNDS 

Should  the  county  government  be  made  responsible,  in  part, 
for  the  equal  distribution  of  state  school  funds,  and  thus  relieve 
the  state  government  of  part  of  its  almost  impossible  task  of 
distributing  justly  state  school  funds  among  a multitude  of 
small  school  districts  when  there  is  no  adequate  measure  of  the 
ability  of  each  district  to  support  schools?  Should  the  state 
apportion  state  school  funds  according  to  the  ability  of  each 
county  and  then  delegate  the  duty  of  apportioning  such  funds 
to  the  districts  within  each  county  to  the  county  executive 
board  or  some  other  body  within  the  county?  A number  of 
states  have  more  than  8,000  school  districts.  States  having 
many  small  school  districts  usually  have  many  tax  districts.  If 
the  state  does  not  make  equalizations  among  tax  districts,  then 
it  is  practically  impossible  to  get  a fair  measure  of  the  taxable 
property  of  each  district  in  the  state.  Under  such  conditions 
the  county  government  might  be  given  the  responsibility  of  dis- 
tributing its  portion  of  state  school  funds  among  the  school 
districts  within  the  county. 

The  arguments  favoring  the  proposal  to  make  the  county 
government  responsible  for  the  distribution  of  state  school  funds 
allowed  the  county  may  be  summarized.  First,  the  discussion  of 
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the  various  measures  already  given  in  this  monograph  seems 
to  show  that  it  is  possible  to  secure  a reasonably  reliable  meas- 
ure of  the  ability  of  counties  to  support  schools  through  the  use 
of  the  sales  method  or  index  measures  of  economic  resources 
based  on  such  factors  as  property  assessments,  income  tax 
assessments,  and  population.  It  has  also  been  shown  that  it  is 
extremely  difficult  in  states  not  having  efficient  assessment 
machinery  to  secure  an  accurate  measure  of  the  ability  of  each 
of  hundreds  of  school  districts  to  support  schools,  therefore,  it 
may  be  argued  that  the  state  government  should  be  held 
responsible  only  for  the  apportionment  of  the  school  funds 
among  the  counties  and  the  larger  cities  in  the  state.  Second, 
the  county  government,  because  of  its  position,  may  be  able  to 
secure  fairly  adequate  data  on  local  assessments  or  other  indices 
of  economic  ability.  If  the  county  government  can  secure  such 
data,  it  should  then  be  able  to  distribute  the  state  school  funds 
with  substantial  justice  to  each  school  district  within  the  county. 
Apparently,  there  is  no  reason  to  expect  the  counties  to  be  less 
just  in  the  distribution  of  the  county’s  apportionment  of  state 
school  funds  than  the  state  would  be  under  these  adverse  condi- 
tions. Third,  county  apportionment  of  school  funds  might  tend 
to  encourage  the  formation  of  larger  tax  districts  and  larger 
school  districts  within  the  county.  Fourth,  the  total  amount  of 
state  school  funds  needed  to  carry  out  a program  may  be  re- 
duced somewhat,  for  the  effects  of  competitive  under-assess- 
ment of  property  by  the  many  small  districts  in  a state  will  be 
neutralized  by  the  use  of  a reasonably  accurate  test  of  the  total 
ability  of  the  county  to  support  schools. 

Two  arguments  may  be  cited  against  the  plan.  First,  the 
distribution  of  state  school  funds  is  a state  function  and  should 
be  performed  by  state  officers.  This  argument  is  a weak  one 
It  is  a well  recognized  principle  in  government  that  the  state 
may  delegate  its  powers  to  subordinate  governmental  units. 
Second,  the  county  distribution  of  state  school  funds  may  be- 
come a political  football.  Cases  have  been  known  where  equal- 
ization of  tax  assessments  among  districts  within  a county  have 
been  influenced  by  political  considerations.  The  same  sort  of 
thing  might  happen  in  the  distribution  of  school  funds.  It  is 
possible  to  provide  safeguards  for  the  districts  which  might  be 
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discriminated  against  in  the  distribution  of  school  funds.  Each 
district  could  be  given  the  right  to  appeal  to  the  state  tax  com- 
mission for  re-investigation  of  assessments  or  other  indices  used, 
to  demand  a county  wide  re-assessment  upon  presentation  of 
petitions  signed  by  owners  of  5 or  10  per  cent  of  the  prop- 
erty in  the  county,  and  to  appeal  to  the  courts  for  redress. 

The  chief  advantage  in  a state  wide  plan  of  school  financing, 
of  making  the  county  government  responsible  for  the  distribu- 
tion of  state  school  funds  to  its  districts,  is  that  the  task  from 
the  state  standpoint  is  greatly  simplified  and,  as  far  as  the  state 
exercises  control,  substantial  justice  and  equality  is  achieved. 
It  might  be  claimed  that  the  members  of  the  county  board 
charged  with  distributing  the  school  funds  might  use  their  pow- 
ers to  secure  undue  advantages  to  their  home  districts  or  to 
districts  having  political  power.  Admittedly,  this  is  a serious 
source  of  danger,  but  it  may  be  minimized  by  giving  the  dis- 
trict the  right  to  appeal  to  the  state  tax  commission  and  to  the 
courts  for  redress  in  case  an  error  is  made. 

SUMMARY 

It  may  be  necessary  in  some  states  to  rely  on  special  investi- 
gation methods  in  order  to  secure  fairly  reliable  measures  of 
the  ability  of  school  districts  to  support  schools.  Conditions 
necessitating  the  use  of  special  methods  of  investigating  assess- 
ments are  found  in  states  which  have  inadequate  assessment 
machinery. 

The  technique  available  for  use  in  making  special  investi- 
gations of  local  assessments  is  practically  the  same  as  that 
used  in  making  equalizations  of  assessments  among  districts. 
The  general  procedure  is  to  collect  various  forms  of  evidence 
of  the  value  of  property  and  to  compare  such  values  with  the 
assessed  valuation.  The  ratio  of  assessed  to  true  value  for 
the  sample  may  be  applied  to  the  entire  sample  in  computing 
the  so  called  “true  value.”  Available  funds,  time,  and  organiza- 
tion limit  the  extent  and  efficiency  of  special  investigations  of 
assessments.  It  is  wiser  for  a state  to  spend  its  funds  on  im- 
proving original  assessments  than  in  elaborate  special  investiga- 
tions of  the  ability  of  districts  to  support  schools. 


Measures  for  Certain  Conditions 


123 


The  measures  of  economic  ability  based  on  some  combination 
of  incomes  and  property  assessments,  total  local  taxes  levied, 
and  the  relationship  between  population  and  wealth  may  all  be 
used  to  some  extent,  if  the  data  are  available,  in  making  a 
general  investigation  of  the  ability  of  districts  to  support 
schools  . Their  use  has  not  been  developed  sufficiently  at 
present  for  them  to  be  relied  upon  extensively. 

The  suggestion  has  been  made,  for  states  having  a very  large 
number  of  school  districts  and  inadequate  assessment  machinery, 
that  the  county  government  might  be  required  to  cooperate  with 
the  state  in  distributing  the  county’s  share  of  state  school  funds 
among  the  school  districts  in  the  county.  This  suggestion  is 
based  on  the  fact  that  it  is  often  possible  to  secure  a fairly 
reliable  measure  of  the  taxable  wealth  in  counties  when  similar 
measures  can  not  be  secured  for  small  districts.  The  county 
government  may  be  able,  under  these  conditions,  to  make  a more 
just  distribution  of  its  share  of  state  school  funds  to  school 
districts  within  the  county  than  could  the  state  government. 


CHAPTER  VI 


SOME  MEASURES,  OTHER  THAN  PROPERTY  ASSESS- 
MENTS, OF  THE  ABILITY  OF  SCHOOL  DIS- 
TRICTS TO  SUPPORT  SCHOOLS 

Measures,  other  than  total  property  assessments,  of  the  ability 
of  districts  to  support  schools  are  needed  for  use  in  states 
which  are  not  able  to  improve  their  assessment  systems  in  the 
immediate  future,  and  for  confirming  the  reliability  of  assess- 
ments and  equalizations.  Three  bases  for  the  distribution  of 
state  school  funds,  which  are  possibly  more  usable  under  certain 
conditions  than  local  property  assessments,  are  discussed  in  this 
chapter.  The  bases  considered  are : population,  an  index  of 
economic  resources  as  derived  from  property  and  income  tax 
assessments,  and  average  tax  receipts. 

POPULATION  AS  AN  INDEX 

In  1925,  Donald  H.  Davenport  made  a study  of  the  relation- 
ship between  population  and  (1)  cost  of  government,  (2)  cost 
of  education,  (3)  value  of  real  property,  and  (4)  amount  of 
taxable  income.1  Davenport  used  data  for  New  York  for  the 
years  1917  to  1921  inclusive. 

Davenport  was  seeking  “an  index  or  measure  of  what  Pro- 
fessor Seligman  describes  as  the  ‘intensity  of  the  life  of  a com- 
munity’.” Davenport  studied  the  possibility  of  the  population  of 
a community’s  being  a valid  and  reliable  measure  of  “the 
intensity  of  the  life  of  a community.”  Population  was  selected 
as  a possible  measure  for  the  reason  that  as  the  social  organiza- 
tion becomes  more  complex  the  government  is  called  upon  to 
furnish  more  service  to  the  public.  “As  population  increases 
the  collective  wants  of  the  community  increase.  Moreover,  as 

1 Donald  H.  Davenport,  An  Analysis  of  the  cost  of  Municipal  and  State  Govern- 
ment, published  as  a part  of  the  Report  of  the  Commission  on  Housing  and  Re- 
gional Planning  on  Cost  of  Government,  Land  Value,  and  Population,  1926,  pp. 
17-74,  77-107.  A reprint  of  these  pages  was  issued  under  the  above  title.  This 
reference  p.  74  of  the  reprint. 
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will  be  shown,  population  is  closely  related  to  property  value 
and  to  income.”  1 

Davenport  found  a high  degree  of  correlation  between  the 
increase  in  size  of  the  population  and,  first,  the  increased  cost 
of  government,  second,  the  increased  total  value  of  real  prop- 
erty, and,  third,  the  increased  amount  of  taxable  income  per 
family  of  five.  “The  per  family  cost  of  education  in  counties 
does  not  obey  the  same  law.  In  a county  of  10000  inhabitants, 
the  per  family  cost  was  only  four  per  cent  less  than  in  a county 
containing  a million  inhabitants.”  2 The  costs  were  $52  and  $54 
respectively.  The  amount  of  increase  for  the  other  three  factors 
for  centers  of  population  of  1,000,000,  or  more,  over  centers  of 
2,500  was  as  follows : cost  of  local  government  increased  2.25 
times;  value  of  real  property  increased  from  $4,265  to  $9,100 
or  2.13  times;  average  family  net  taxable  income  increased  from 
$910  to  $1,850  or  2.03  times;  cost  of  local  government  in  coun- 
ties advanced  from  $56  to  $120  or  2.14  times  as  great  as  in  the 
smaller  community.  The  statistical  analysis  shows  that:  “The 
tendency  toward  parallelism  is  evident  except  in  the  case  of 
cost  of  education  and,  to  a less  extent,  in  net  income.”  The 
fact  that  Davenport  found  a high  positive  correlation  between 
population  and  three  out  of  the  four  factors  considered  adds  to 
the  reliability  of  the  results  secured.  The  slope  of  each  of  the 
three  lines  representing  respectively  the  cost  of  local  government, 
value  of  real  property,  and  net  taxable  income  wms  almost 
parallel  to  that  of  each  of  the  other  two  lines  and  uniformly 
upward  as  population  increased.  The  line  representing  educa- 
tional costs  had  a very  slight  upward  slope.3 

In  1931,  the  New  York  Tax  Commission  was  not  making  any 
use  of  Davenport’s  technique  in  equalizing  assessments.4 

Davenport’s  study  is  the  first  one  dealing  with  the  relation- 
ship between  population  and  the  four  factors  considered.  Much 
more  investigating  should  be  done  before  accepting  the  relation- 

5 lUd.,  p.  23. 

2 IBid.,  p.  71. 

3 Ibid.,  Tables  XVII  and  XVII-A. 

4 M.  S.  Howard,  Deputy  Commissioner,  New  York  State  Tax  Commission,  In- 
terview, Feb.,  1931. 
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ship  as  applying  to  districts  other  than  the  ones  considered  in 
New  York. 

School  officials  must  have  definite  information  concerning 
the  taxable  wealth  of  each  school  district.  An  average  index 
for  the  state  or  for  districts  having  a specific  sized  population 
is  of  little  value  in  distributing  state  school  support,  for  individ- 
ual districts  may  vary  widely  from  the  average. 

THE  “INDEX  OF  ECONOMIC  RESOURCES”  MEASURE 

Strayer  and  Haig  have  proposed  a measure  of  the  ability  of 
school  districts  to  support  schools  which  they  call  an  “index  of 
economic  resources.”  This  measure  is  a combination  of  the 
income  tax  assessment  measure  of  income  and  the  assessment 
measure  of  the  value  of  real  property.  The  combination  sug- 
gested for  New  York  was:  Taxable  income  plus  one-tenth  of 
the  assessed  valaution  of  real  property  and  the  total  divided 
by  two.1  The  formula  proposed  by  Strayer  and  Haig  was: 

Index  of  J_  Ful1  value 

economic  __  (Taxable  income)  + 10  of  real  estate 
resources  ~~  " ~2 

Personal  property  assessments  were  not  included  in  the 
formula.  The  personal  property  assessment  in  New  York  is 
very  small  in  comparison  to  the  real  property  assessment, 
$228,695,426  to  $16,005,033,961  respectively  or  1.4  per  cent  as 
much.2 

The  reasons  given  by  Strayer  and  Haig  for  proposing  the 
“index  of  economic  resources”  measure  are  significant,  and 
they  may  be  accepted  as  being  the  strongest  arguments  which 
can  be  advanced  in  favor  of  the  measure. 

“Since  both  real  estate  values  and  incomes  are  presented  as  measures 
of  the  same  thing — economic  resources — and  since  there  are  cases  of 
wide  divergence  in  the  measures,  some  counties  have  large  real  estate 
values  and  small  incomes  and  vice-versa)  the  question  arises  as  to 
whether  some  combination  of  the  two  measures  would  not  result  in  a 
more  useful  index  of  resources  than  either  of  the  two  measures  alone.” 

1 George  D.  Strayer  and  Robert  M.  Haig,  Financing  Education  in  the  State  of 
New  York,”  1923,  Vol.  I,  p.  172. 

2 Report  of  the  New  York  State  Tax  Commission,  1931,  p.  104. 
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“This  index  is  presented  in  the  belief  that  it  is  distinctly  more  trust- 
worthy than  the  indices  resting  upon  real  estate  or  property  values 
alone  which  are  often  used  in  studies  of  this  type.  Nevertheless,  it  is 
presented  with  a degree  of  diffidence  because  it  is  realized  that  the 
statistical  problem  involved  in  establishing  the  precise  weight  to  be 
assigned  to  income  as  compared  with  real  estate  can  not  be  solved  with 
the  exactness  with  the  resources  at  the  disposal  of  the  commission.”1 

The  argument’  may  be  advanced  that  the  measure  of  the 
ability  or  faculty  of  a district  to  support  schools  which  is 
needed,  is  one  which  measures  that  part  of  the  economic 
resources  which  is  taxed  locally  for  the  support  of  schools.  It 
is  true  that  income  indicates  ability  to  pay  taxes.  But,  in  some 
cases  at  least,  the  community  may  not  be  able  to  tax  the  income 
assessed,  either  directly  as  income  or  indirectly  as  the  property 
which  produces  the  income.  For  example,  a large  factory  is 
located  in  one  district,  but  the  owner  and  many  of  the  factory 
employees  live  in  another  district.  The  owner’s  income  is 
assessed  in  the  district  in  which  he  maintains  his  residence.  The 
large  income  assessment  raises  the  index  of  economic  resources 
for  the  district,  and,  as  a result,  reduces  the  amount  of  state  aid 
received  by  the  district.  The  property  tax  must  be  higher  in 
this  district  than  it  should  be,  for  income  assessment  did  not 
measure  the  economic  resources  which  were  taxable  locally  for 
the  support  of  schools.  Strayer  and  Haig  cite  the  fact  that 
incomes  are  assessed  in  the  home  district  of  the  recipient  as  a 
“shortcoming  to  which  particular  attention  should  be  called.”3 
This  objection  to  the  use  of  the  index  of  economic  resources 
measure  is,  with  the  exception  of  a relatively  small  number  of 
districts,  probably  more  apparent  than  real.  In  the  first  place, 
the  income  assessment  must  be  very  large  and  the  property 
owned  in  the  district  by  the  income  recipients  must  be  very 
small  in  proportion  to  the  incomes,  before  the  index  is  unduly 
affected.  In  the  second  place,  Davenport  found  that  there  was 
a high  degree  of  correlation  between  population  and  the  amount 
of  real  property,  and  between  population  and  taxable  income  in 

1 George  D.  Strayer  and  R.  M.  Haig,  Op.  Cit.,  p.  171. 

2 Strayer  and  Haig  included  only  a very  brief  discussion  of  their  measure. 
Most  of  their  discussion  has  been  included  in  the  various  quotations  given  here. 
The  author  has  ventured  to  suggest  some  of  the  more  obvious  objections  to  the 
proposed  measure  and  to  summarize  the  arguments. 

3 Ibid.,  p.  171. 
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the  villages  and  cities  of  New  York.1  It  should  be  noted,  how- 
ever, that  Davenport  used  the  county  as  the  main  unit  in  his 
investigation.  There  might  be  greater  danger  of  injustice  from 
this  cause  in  small  districts  than  in  large  districts. 

While  it  may  be  admitted  that  there  may  be  some  danger  of 
some  districts’  being  required  to  pay  more  than  their  proportion- 
ate share  of  taxes  for  the  support  of  schools  because  of  an  un- 
equal distribution  of  incomes  and  property,  many  other  com- 
munities may  be  required  to  more  nearly  pay  their  just  share 
of  the  support  of  local  schools  if  the  index  of  economic  re- 
sources measure  were  used.  Support  for  this  claim  is  to  be 
found  in  the  fact  that  wealthy  communities  may  keep  down  the 
rate  of  assessments  by  raising  the  tax  levy  rate,  but  the  poorer 
districts  may  have  to  have  both  a high  assessment  and  a high 
levy  rate  in  order  to  raise  the  necessary  local  revenues.  The 
use  of  incomes  in  the  index  measure  tends  to  minimize  the 
effects  of  the  low  property  assessment  rates  in  the  wealthier 
districts. 

Strayer  and  Haig  have  emphasized  the  problem  of  the  weight- 
ings to  be  given  to  the  real  property  assessments  and  to  the 
income  assessments.  Their  summary  is : 

“There  are  several  factors  of  importance  which  affect  this  problem 
of  determining  the  precise  weight  to  be  assigned  to  income  as  compared 
with  real  estate,  concerning  which  statistical  evidence  is  meager.  The 
income  figures  include  net  incomes  from  real  estate  so  far  as  they  are 
taxable.  The  real  estate  figures  although  they  comprise  an  important 
element  in  total  wealth  (17  out  of  25  billion  dollars  according  to  the 
1920  census)  represent  after  all  only  one  element.  The  income  figures 
do  not  represent  total  income,  but  only  taxable  incomes,  (3,216  millions 
as  compared  with  an  estimated  total  income  of  7,530  millions  of  dol- 
lars). Again  they  include  not  merely  income  from  property,  but  income 
from  personal  services  as  well.  Moreover,  real  estate  values  as  a 
measure  of  taxable  resources  can  be  interpreted  only  by  taking  into 
account  the  present  and  expected  real  estate  tax  burden,  because  under 
the  theory  of  capitalization,  the  real  estate  values  quoted  are  based  upon 
net  incomes  after  taxes  have  been  paid.  Such  are  the  factors  entering 
into  this  problem.” 

“A  truly  satisfactory  index  must  certainly  take  wealth  as  well  as 
income  into  account ” More  study  of  the  problem  is  urged. 


1 Donald  Davenport,  Op.  Cit.,  pp.  71-73. 
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“The  commission,  realizing  that  with  the  resources  at  its  disposal, 
it  could  not  hope  to  solve  this  weighting  problem  exactly,  decided  to 
test  the  date  to  ascertain  the  importance  of  precision  in  the  weighing. 
Experiment  shows  that,  so  far  as  affecting  the  relative  ranking  of  the 
counties  in  a scale  was  concerned,  a wide  variation  in  the  weight 
assigned  to  income  as  compared  with  real  estate  produced  remarkably 
slight  variations.”  1 

Although  the  index  of  economic  resources  measure,  as  pro- 
posed by  Strayer  and  Haig  for  New  York,  uses  only  one-tenth 
of  the  total  assessed  valuation  of  real  property,  the  inequalities 
due  to  erratic  property  assessments  have  not  been  entirely  elim- 
inated. For  example,  the  index  measure  of  the  economic  re- 
sources of  a district  in  which  the  assessments  were  made  at  50 
per  cent  of  full  value  would  include  only  one-twentieth  of  the 
full  value  of  real  property  instead  of  one-tenth.  The  effect  of 
under-assessment  of  property  may  be  shown  by  computing  the 
index  measures  for  two  districts,  each  of  which  has  a taxable 
income  of  $5,000  and  $100,000  worth  of  property,  but  the 
property  assessments  are  50  and  100  per  cent  of  true  value 
respectively.  The  computed  indexes  are  5000  and  7500,  or 
66.67  and  100  per  cent  respectively  of  what  they  should  be. 

The  desirability  of  using  income  assessments  in  computing  a 
measure  of  the  ability  of  districts  to  support  schools  may  be 
challenged  on  the  grounds  that  income  assessments  are  not 
always  reliable.  The  report  of  the  1929  Missouri  Survey  Com- 
mission contains  comparisons  between  the  income  assessments 
made  by  the  federal  government  and  those  made  by  Missouri. 
The  Commission’s  findings  were : “It  can  be  concluded  that  the 
state  allowed  not  less  than  fifty  or  sixty  million  dollars  to 
escape  assessment.”2  The  income  tax  in  Missouri  is  assessed 
by  the  county  property  tax  assessor  with  some  state  supervision. 
This  is  not  the  most  efficient  system.3  There  is  little  popular 
cause  for  ompetitive  under-assessment  of  the  income  tax  among 
districts,  as  is  the  case  in  the  property  tax  assessment.  In  most 
states,  all  or  most  of  the  revenue  from  income  tax  goes  to  the 


1 George  D.  Strayer  and  R.  M.  Haig,  Op.  Cit.,  pp.  171-172. 

2 Hugh  J.  Reber  and  Edwin  O.  Griffenhagen,  The  Taxation  System  of  Missouri , 
1929,  p.  67 

3 Ibid.,  p.  66. 
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state  government.1  The  income  tax  is  popularly  considered  to 
be  a just  tax.  It  is  paid  by  a relatively  few  individuals.  The 
relative  activity  and  effectiveness  of  the  income  assessors  ac- 
counts for  a large  part  of  the  differences  which  may  exist  in 
the  administration  of  the  income  tax  among  districts. 

Another  argument  against  the  use  of  the  index  of  economic 
resources  measure  of  the  ability  or  faculty  of  school  districts 
to  support  schools  is  that  a district  having  an  income  tax  assess- 
ment to  be  included  in  its  index  is  really  in  effect  paying  two 
taxes  not  paid  by  a district  which  does  not  have  a taxable 
income  assessment.  A direct  tax  must  be  paid  on  the  income  and 
then  the  district  receives  a smaller  apportionment  of  state  aid 
for  schools  because  it  has  reported  a taxable  income  assessment. 
Probably  few  districts  will  not  report  some  taxable  income.  The 
argument  holds  true,  but  in  lesser  degree,  for  districts  reporting 
various  amounts  of  taxable  income.  Palliating  arguments  may 
be  advanced.  The  inclusion  of  income  as  a part  of  the  index 
may  operate,  in  some  cases  at  least,  to  reduce  the  total  amount  of 
state  school  funds  required  and  thus  diminish  the  amount  of 
income  tax  to  be  raised.  Also  the  districts  which  have  the 
larger  taxable  income  assessments  are  more  able  to  support  the 
schools  than  districts  which  have  small  or  no  taxable  income 
assessment.  Therefore,  little  or  no  injustice  is  done  to  districts 
having  high  income  tax  assessments. 

morrison’s  index  of  economic  ability 

Morrison  recommended  the  use  of  a slightly  different  index 
of  economic  resources  from  that  recommended  by  Strayer  and 
Haig  for  use  in  the  distribution  of  state  school  support  in  North 
Carolina.2  Morrison  says:  “No  one  criterion  of  the  ability  of  a 
community  to  pay  taxes,  students  of  the  subject  believe,  is  in 
itself  satisfactory.  The  safest  is  a weighted  combination  of  all 
the  criteria  that  in  themselves  have  desirable  elements.  Two 
main  criteria  are  (1)  property  values,  and  (2)  income.  This 


1 National  Industrial  Conference  Board,  State  Income  Taxes,  1930,  Vol.  I. 
Sections  on  “Distribution  of  Proceeds’’  in  the  descriptions  of  the  systems  in  the 
various  states. 

2 Fred  Wilson  Morrison,  Equalization  of  the  Financial  Burden  of  Education 
Among  Counties  in  North  Carolina,  1925,  p.  47. 
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measure  takes  into  account,  within  limits,  first,  what  one  owns, 
second,  what  one  earns.” 

Morrison  based  the  index  he  recommended  on  the  actual 
taxes  paid  on  incomes  and  on  property  instead  of  the  income 
and  real  property  assessments  used  by  Strayer  and  Haig.  The 
formula  which  Morrison  adopted  after  “considerable  experi- 
mentation” was : Index  of  economic  ability  equals  the  income 
tax  paid  plus  1 per  cent  of  the  equalized  valuation.1  The  pro- 
portion, 1 per  cent  of  the  equalized  valuation,  used  in  Morri- 
son’s formula  is  substantially  the  same  as  the  county  wide  taxes 
levied  in  North  Carolina  in  1923  for  the  entire  state  as  a whole. 
This  was  the  reason  for  its  adoption  by  Morrison. 

Apparently,  neither  the  index  of  economic  resources  proposed 
by  Strayer  and  Haig  or  the  index  suggested  by  Morrison  have 
been  used  in  any  state  in  the  distribution  of  state  school  funds. 

There  are  serious  difficulties  in  the  way  of  the  use  of  the 
index  measure  in  many  states  at  the  present  time.  In  some  states, 
income  assessments  are  reported  by  districts  which  do  not  cor- 
respond to  the  property  tax  district  or  to  the  school  district. 
Apparently,  the  changes  in  the  administration  of  the  income  tax 
law,  which  are  necessary  to  secure  reports  of  income  assess- 
ments by  school  districts,  are  relatively  simple.  However,  such 
changes  are  sometimes  difficult  to  bring  about.  Furthermore, 
as  has  been  pointed  out,  the  use  of  the  index  measures  of 
economic  resources  of  small  school  districts  may  be  less  accurate 
than  similar  measures  for  large  districts,  such  as  the  county. 
The  use  of  income  assessments  as  a part  of  the  measure  of  abil- 
ity of  school  districts  to  support  schools  is  limited  to  the  states 
which  have  income  tax  laws,  unless  it  is  made  possible  to  secure 
reports  on  the  total  federal  income  tax  assessments  by  school 
districts. 


AVERAGE  TAX  RECEIPT  MEASURE 

William  H.  Blodgett,2  Tax  Commissioner  for  Connecticut, 
suggested  in  1926  that  the  best  available  measure  in  Connecticut 

1 ma. 

2 Letter,  Dated  June  16,  1926,  to  Prof.  Chas.  Blakewell,  member  of  the  Com- 
mission on  Revision  and  Codification  of  the  School  Law.  As  quoted  in  “Financ- 
ing Education  in  Connecticut,”  and  which  was  written  by  Alfred  D.  Simpson  tor 
the  Commission,  1926,  pp.  71-77. 
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of  the  ability  of  towns  to  support  scohols  was  the  “average 
receipts  from  taxation.’’  This  base  is  now  being  used  in  Con- 
necticut in  distributing  a part  of  the  state  school  funds.1 2 

Blodgett  objected  to  the  use  of  the  grand  list  as  a measure 
of  ability  on  the  grounds  that  intangible  and  tangible  personal 
property  commonly  escape  assessment,  that  the  rates  of  assessed 
to  market  value  of  real  property  vary  widely  both  within  towns 
and  among  towns,  and  that  there  are  not  enough  usable  sales 
data  to  make  it  possible  to  use  the  sales  method  satisfactorily 
for  the  equalization  of  assessments  among  districts. 

Blodgett’s  arguments*  for  the  use  of  the  average  receipts  from 
local  taxation  measure  may  be  summarized  here.  The  average 
amount  of  receipts  from  local  taxation  is  fairly  constant,  for  the 
expenditures  of  the  towns  do  not  fluctuate  markedly  from  year 
to  year.  Assessment  rates  and  levy  rates  may  vary  widely  from 
year  to  year  for  a town,  but  the  product  of  the  two  variables, 
rate  of  assessment  and  levy  rate,  “is  much  more  constant  than 
either  of  its  two  factors  is  apt  to  be.”  The  product  is  the  town’s 
revenue.  No  claim  is  made  that  the  revenues  collected  repre- 
sent proportionately  the  relative  economic  ability  of  the  towns. 
The  measure  has  proved  reasonably  satisfactory  for  the  assess- 
ment of  the  direct  state  tax  which  amounted  to  as  much  as 
$3,000,000  in  one  year.  Communities  have  not  tried  to  dodge 
their  proportionate  share  of  the  state  tax  under  the  receipts 
from  taxes  base  as  they  did  under  the  assessment  base : “The 
results  have  been  highly  satisfactory,  especially  when  compared 
with  the  pernicious  grand  list  basis.”  The  objections  to  the 
measure  are  based  on  the  fact  that  towns  vary  widely  from  each 
other.  One  town  is  a spendthrift  and  another  town  is  parsi- 
monious, but  in  the  end  these  conditions  correct  themselves.  A 
more  serious  objection  is  the  fact  that  some  towns  have  neces- 
sary expenditures  which  other  towns  do  not  have,  for  example, 
debt  service  and  a greater  mileage  of  roads  to  maintain.  A 
part  of  such  differences  may  be  removed  by  deducting  cost  of 
debt  services  and  by  other  allowances.  Blodgett  says  on  this 
point  that:  “Too  great  refinement  of  a rough  approximation  is 

1 Connecticut  School  Document,  No.  2,  Laws  Relating  to  Education,  1931,  Sec. 
201. 

2 Blodgett’s  letter,  Op.  Cit. 
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undesirable.”  Further  objection  to  the  measure  is  the  fact  that 
some  towns  have  more  children  to  educate  in  proportion  to  adult 
population  than  other  towns.  This  is  probably  answered  by  the 
use  of  the  “equated  pupil”  measure  in  computing  the  educational 
program  needed. 

Simpson  investigated  somewhat  further  the  claims  for  the 
average  receipts  in  taxation  measure.  Simpson  reports  that : 

“A  close  relationship  is  found  to  exist  between  the  rank  of  towns 
in  locally  assessed  valuation  and  average  tax  income  per  equated  pupil. 
The  correlation  between  the  two  was  very  high.1  Towns  having  high 
grand  lists  tend  to  have  high  tax  incomes.  It  would  seem,  therefore, 
that  one  index  is  approximately  as  good  as  the  other,  were  there  not 
other  things  to  consider.  It  should  be  noted,  however,  that  the  correla- 
tion proves  nothing  above  the  statement  in  the  previous  sentence  because 
it  is  not  known  that  either  index  constitutes  an  accurate  measure  of 
ability  to  support  schools.” 2 

Simpson  does  not  appear  to  be  strongly  in  favor  of  the  total 
tax  income  as  a basic  measure  for  the  distribution  of  state 
school  support.  He  comments  on  some  factors  which  are  favor- 
able and  other  factors  which  are  unfavorable.  The  principal 
objection  to  the  measure  is  that  it  may  not  represent  economic 
ability.  The  following  quotations  indicate  Simpson’s  position. 

“The  underlying  theory  behind  the  tax  income  proposal  would  seem 
at  best  to  be  one  of  present  expediency.  The  idea  of  expediency, 
together  with  the  rather  high  positive  relationship  between  average  tax 
incomes  and  grand  lists,  and  the  disadvantageous  position  of  the  state 
with  respect  to  true  evaluations,  would  seem  to  give  a basis  for  a tem- 
porary acceptance  of  such  a measure.  Considered  as  a permanent  prop- 
osition, however,  for  measuring  the  ability  of  a local  community  to 
support  public  education,  the  average  tax  income  would  have  to  rest 
upon  the  theory  that  what  a town  or  city  spends  is  a reliable  measure 
of  its  ability  to  spend.  Such  a theory  is  definitely  opposed  to  present 
conceptions  of  economic  power.  It  is  also  only  partially  inclusive  of 
the  various  factors  determining  what  a state  can  spend  for  education. 
In  order  to  be  tenable  such  a proposition  would  require  the  definition 

1 The  foot  note  given  by  Simpson  is  as  follows  : “Correlation  was  .87_|_.01  by 
the  method  of  rank  differences,  with  ‘rho’  transmuted  to  ‘r’  by  Table  VII  in 
Rugg.  Statistical  Methods  Applied  to  Education,  Appendix,  p.  401.  Probable  Er- 
ror from  Holzinger's  Statistical  Tables  for  Students  in  Education  and  Psychol- 
ogy, Table  X,  p.  60.’’ 

2 Alfred  D.  Simpson,  “Financing  Education  in  Connecticut,”  1927,  p.  80. 
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of  ability  to  support  governmental  activity  in  a much  broader  sense  than 
the  possession  of  wealth  and  income ” 

“That  the  state  uses  the  average  tax  income  base  in  its  present  tax 
system,  furnishes  some  warrant  for  its  use  here;  but  in  view  of  the 
larger  amounts  at  stake  in  this  problem  of  educational  support,  the 
present  use  of  the  tax  income  must  not  be  taken  as  a complete  warrant. 
The  apportionment  of  the  present  state  tax  apparently  induces  no  manip- 
ulation of  the  amounts  to  be  raised  by  local  taxation.  The  use  of  the 
average  tax  income,  however,  as  a basis  of  local  contribution  to  the 
minimum  educational  program,  involving  much  larger  amounts,  and  the 
fact  that  what  is  not  raised  locally  will  be  paid  by  the  state  up  to  a 
certain  limit,  introduces  a different  situation  and  one  that  may  possibly 
lead  to  undesirable  results.  Among  these  results  may  be  a local  parsi- 
mony, a distortion  of  the  index  of  ability  to  support  schools,  and  a 
shifting  of  educational  load  to  the  state.”1 2 * * * * 

Simpson  concluded  that  the  average  receipts  from  taxation 
may  be  used  as  a temporary  expedient,  but,  that  the  implications 
of  the  entire  problem,  not  only  from  a standpoint  of  distribution 
of  state  aid,  but,  also  from  the  standpoint  of  raising  local  reve- 
nues, are  that  the  method  of  administering  the  assessments  of 
the  property  tax  should  be  improved.  Simpson  appears  to  have 
held  that  the  best  measure  of  the  ability  of  school  districts  to 
support  schools  was  either  the  equalized  property  assessments 
or  an  index  measure  of  economic  ability  similar  to  the  index 
recommended  by  Strayer  and  Haig.8 

Some  additional  support  for  the  use  of  the  average  receipts 
of  taxation  measure  is  to  be  found  in  Davenport’s  study.  Daven- 
port found  that  the  coefficient  of  correlation  between  population 
and  the  cost  of  local  government  in  counties  in  New  York 
state  was  -f-.970;  that  the  correlation  between  the  population  and 
the  cost  of  local  government  in  municipalities  of  2500  and  over 
was  +.644;  that  the  correlation  between  the  population  and 
value  of  real  property  in  villages  and  cities  was  +.966;  that  the 
correlation  between  the  population  and  taxable  income  in  cities 
was  +.991.  If  the  mathematical  principle  “things  which  are 


1 Ibid.,  pp.  81-83. 

2 Simpson  quotes:  “For  a discussion  of  economic  power  or  economic  re- 

sources so  far  as  income  and  wealth  are  concerned  see  George  D.  Strayer  and 

Robert  M.  Haig,  The  Financing  of  Education  in  the  State  of  New  York,  Chap- 

ters X and  XII.” 

Also  see  previous  section,  this  chapter. 
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equal  to  the  same  thing  are  equal  to  each  other”  holds  true  in 
correlation,  then  the  high  degree  of  correlation  between  popu- 
lation and  cost  of  government,  and  real  property,  as  found  by 
Davenport,  seems  to  indicate  a possible  relationship  between 
wealth  as  indicated  by  real  property  and  income  and  taxes 
collected. 

The  action  of  Rhode  Island  in  adopting  a system  of  direct 
state  taxation  based  on  the  amount  of  taxes  locally  assessed 
adds  prestige  to  the  total  tax  receipts  measure.1  The  only  ad- 
vantage cited  by  the  Rhode  Island  Board  of  Tax  Commissioners 
was  that : ‘‘The  measuring  of  the  liability  of  the  municipality 
to  the  State  by  approximate  income  removes  the  incentive 
heretofore  existing  for  cities  and  towns  to  regulate  their  local 
revenues  by  manipulation  of  local  rates  and  thus  maintain  their 
State  tax  at  a minimum  by  the  persistent  under-valuation  of 
ratable  property  within  their  respective  jurisdictions.”2  By  the 
adoption  of  the  total  amount  of  taxes  locally  assessed  as  the  base 
for  the  levying  of  direct  state  taxes,  the  Rhode  Island  Legislature 
in  effect  decided  that  the  total  of  the  local  taxes  levied  was  a 
better  measure  of  the  ability  of  a district  to  support  the  state 
government  than  the  local  property  assessments  which  were 
being  manipulated  to  keep  down  the  local  state  tax. 

Apparently,  the  one  outstanding  argument  for  the  use  of  the 
total  receipts  from  local  taxation  as  a measure  of  the  ability  of 
school  districts  to  support  schools  is  that  it  is  a definite  measure, 
and  that  it  is  a measure  which  does  not  lend  itself  readily  to  local 
manipulation  to  the  disadvantage  of  the  state.  Local  taxes  are 
levied  in  accordance  to  the  needs  for  local  expenditures.  Local 
expenditures  are  reduced:  by  more  prudent  expenditure  of 
public  funds,  by  reduction  or  elimination  of  public  enterprises 
of  little  or  no  real  public  benefit,  or  by  parsimoniousness  on  the 
part  of  the  community.  All  of  these  ways  affect  the  public. 
The  local  public  may  not  be  affected  directly  in  states  where 
assessment  rates  and  levy  rates  are  manipulated  in  order  to 
secure  as  much  state  school  funds  as  possible  with  as  little 

1 Report  of  the  Rhode  Island  Board  of  Tax  Commissioners,  1931,  p.  14. 
“Effective  January  1,  1931,  the  state  will  levy  a tax  annually  upon  each  mu- 
nicipality of  four  and  one-quarter  per  cent  of  the  total  amount  of  taxes  locally 
assessed.” 

2 Ibid. 
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increase  in  state  tax  as  possible,  and,  at  the  same  time,  avoid  all 
reduction  in  local  expenditures. 

The  average  tax  receipt  base  for  the  distribution  of  state 
school  funds  should  be  given  some  consideration,  for  it  is  used 
in  distributing  certain  school  funds  in  Connecticut,  and  it  is 
used  as  the  tax  base  for  state  taxes  in  Connecticut  and  Rhode 
Island.  Apparently,  it  has  not  been  demonstrated  that  total 
tax  receipts  do  represent  the  relative  ability  of  the  various 
school  districts  to  support  schools.  There  is  probably  some 
relationship  between  the  total  amount  of  taxes  collected  and  the 
economic  power  of  the  district.  Perhaps,  the  total  local  receipts 
from  taxation  might  be  used  as  a test  of  the  reliability  of  other 
measures  of  the  ability  of  school  districts  to  support  schools. 

SUMMARY 

Davenport  studied  population  as  a possible  measure  of  the 
“intensity  of  the  life  of  a community”.  As  population  increases 
the  collective  wants  of  the  community  increase.  Population  was 
found  to  be  closely  related  to  property  values  and  to  incomes. 
It  was  correlated  somewhat  less  closely  with  the  cost  of  govern- 
ment in  municipalities  of  2500  or  more  population.  Although 
the  relationship  between  population,  net  incomes  and  property 
valuations  for  the  counties  and  municipalities  in  New  York  state 
was  high,  it  was  not  an  exact  measure  of  the  ability  of  each  and 
every  school  district  to  support  schools.  It  may  be  of  some 
value  as  a test  of  the  accuracy  of  other  measures  of  the  eco- 
nomic power  of  school  districts.  The  study  in  New  York  was 
limited  to  counties  and  municipalities.  In  many  states,  the  county 
is  not  the  school  district.  Much  further  study  of  the  rela- 
tionship between  population  and  economic  ability  is  needed 
before  an  estimate  of  the  usefulness  of  the  population  measure 
can  be  drawn. 

Strayer  and  Haig  proposed  an  index  of  economic  resources 
measure  for  use  in  the  distribution  of  state  school  funds.  The 
index  proposed  was  based  on  a combination  of  two  separate 
measures  of  ability,  the  taxable  income  and  the  full  value  assess- 
ment of  real  estate.  The  combination  suggested  for  New  York 
was  taxable  income  plus  one-tenth  of  the  assessed  valuation  of 
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real  property  and  the  total  divided  by  two.  This  index  measure 
was  presented  in  the  belief  that  it  was  “distinctly  more  trust- 
worthy” than  other  indices  often  used.  There  are  some  objec- 
tions to  the  measure,  but  none  of  them  is  any  more  serious  than 
the  objections  to  the  property  assessment  measure. 

Strayer  and  Haig  did  not  report  applying  this  index  measure 
to  districts  smaller  than  a county.  Strayer  and  Haig  point  out 
the  need  for  much  more  study  of  the  problem  of  the  weighting 
to  be  given  to  the  property  assessment.  They  favored  the  use 
of  one-tenth  of  property  assessments.  Morrison  for  North  Caro- 
lina recommended  the  use  of  one  per  cent  of  total  property 
assessed  valuation.  His  recommendations  were  based  on  the 
approximate  total  property  taxes  then  being  levied. 

The  index  measure  of  economic  resources  is  deserving  of 
more  study  than  has  been  given  it.  No  final  conclusion  concern- 
ing its  value  can  be  drawn  at  this  time. 

The  average  receipts  from  local  taxes  is  now  being  used  as 
the  base  for  distributing  certain  school  funds  in  Connecticut. 
Furthermore,  the  state  property  tax  is  levied  among  the  towns 
in  Connecticut  and  Rhode  Island  according  to  the  total  amount 
of  local  revenue  collected  in  each  town.  Blodgett  held  that  the 
total  amount  of  taxes  collected  was  likely  to  be  fairly  constant. 
Each  town  needs  about  the  same  amount  of  revenue  from  one 
year  to  the  next.  If  assessments  are  lowered,  the  rate  of  the 
levy  must  be  raised,  for  the  product  of  the  levy  times  the  assess- 
ment is  total  taxes  levied,  which  are  fairly  constant.  Towns 
having  more  necessary  expenses  than  other  towns  would  be 
penalized  by  the  use  of  the  average  tax  receipt  measure.  How- 
ever, at  least  part  of  such  necessary  expenses  could  be  accounted 
for  and  proper  deductions  made.  Simpson  found  a close  rela- 
tionship between  the  rank  of  the  town’s  assessed  valuation  and 
average  tax  income  per  equated  pupil.  Simpson  seems  to  hold 
that  the  average  tax  receipt  measure  is  one  of  present  expedi- 
ency, and  that  it  does  not  give  sufficient  consideration  to  the 
economic  power  of  the  various  districts. 

The  average  tax  receipts  can  scarcely  be  rated  at  the  present 
time  as  definite  measure  of  the  ability  of  the  various  school 
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districts  in  a state  to  support  schools.  It  may  be  called  a possi- 
ble base  for  the  distribution  of  state  school  funds.  Apparently, 
it  offers  less  grounds  for  local  manipulation  to  the  disadvant- 
age of  the  state  than  does  the  total  property  assessments.  The 
correlation  between  total  receipts  from  taxes  and  the  rank  of 
the  towns  in  total  property  assessments  of  81  — (—  .01  may  indicate 
that  this  measure  may  be  of  some  value  in  testing  the  estimates 
of  the  ability  of  school  districts  to  support  schools  as  determined 
by  the  various  methods. 


CHAPTER  VII 


SUMMARY  AND  CONCLUSIONS 

There  is  no  royal  road  to  follow  in  order  to  secure  an  ade- 
quate, reliable,  and  economically  sound  measure  of  the  ability 
of  school  districts  to  support  schools.  In  practice,  it  will  be 
necessary  to  make  the  best  possible  use  of  the  available  measures 
of  the  economic  power  of  school  districts. 

TOTAL  PROPERTY  ASSESSMENT  MEASURE 

There  are  three  general  methods  of  securing  a reasonably 
reliable  total  assessment  of  the  taxable  property  in  each  school 
district.  These  methods  are : by  making  adequate  reliable 
original  assessments ; by  equalizing  assessments  among  districts ; 
and  by  using  special  methods  to  meet  certain  conditions,  such  as 
may  be  found  in  states  which  levy  no  property  taxes,  exercise 
no  supervision  over  local  assessments,  and  make  no  equalization 
of  assessments  among  local  districts. 

ADEQUATE  ORIGINAL  ASSESSMENTS 

There  are  two  main  difficulties  in  securing  adequate  original 
assessments. 

“Inclusiveness.”  Substantially  all  taxable  property  must 
be  included  in  the  inventory  step  in  making  the  assessment. 
Except  for  a few  classes  of  property,  such  as  mortgages  and 
secured  debts  and  money  on  deposit  when  assessed  to  the  banks, 
none  of  the  devices  used  have  been  very  successful  in  securing 
the  listing  of  intangible  personal  property.  Some  forms  of 
tangible  personal  property,  such  as  live  stock,  machinery,  and 
stock  in  trade  are  commonly  more  or  less  inclusively  reported 
for  assessment.  Many  types  of  tangible  personal  property  of 
relatively  trivial  value  are  either  not  listed  at  all,  or  are  grouped 
together  for  assessment.  In  short,  it  has  proved  to  be  practic- 
ally impossible  to  secure  adequate  inclusiveness  in  the  assess- 
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ment  of  many  types  of  intangible  personal  property,  and  only 
the  more  important  forms  of  tangible  personal  property  are 
ordinarily  included  on  the  assessment  roll.  Modification  of  the 
general  property  tax  system  to  permit  the  exemption  of  certain 
types  of  personal  property,  and  the  use  of  substitute  taxes  for 
the  property  tax  on  such  property  may  be  needed.  Reasonably 
efficient  local  assessment  work  is  sufficient  to  insure  the  listing 
of  practically  all  real  property  for  assessment. 

“Precision.”  All  property  listed  on  the  assessment  rolls 
should  be  assessed  at  substantially  the  legal  standard  of  value. 
It  is  often  difficult  to  value  property  in  substantial  accordance 
with  legal  standards  for  appraisals.  The  employment  of  capable 
and  trained  men  as  assessors  and  backing  them  with  the  ade- 
quate assessment  aids,  together  with  suitable  provision  through 
the  office  of  the  state  tax  commission  for  supervision  of  the 
work  of  the  local  assessors  and  for  furnishing  expert  technical 
assistance  for  the  solution  of  unusual  and  difficult  assessment 
problems,  are  the  best  means  of  securing  reasonable  precision 
in  assessment. 

Efficient  assessment  machinery,  similar  to  that  outlined  in 
the  summary  of  Chapter  II,  must  be  provided  if  adequate 
assessments  are  to  be  obtained. 

Although  taxation  is  a state  function,  proposals  to  have  the 
state  government  make  all  property  assessments  have  not  met 
with  popular  approval  either  among  the  general  public  or  among 
students  of  taxation.  There  must  be  co-operation  and  mutual 
assistance  between  the  state  and  local  governments  if  reasonably 
uniform  assessments  are  to  be  obtained  throughout  the  state. 

A number  of  devices  for  the  improvement  of  assessments 
which  have  considerable  merit  are : extension  of  the  use  of  more 
adequate  tax  maps,  records,  and  other  assessment  aids ; legal 
requirement  of  confidential  reports  of  all  real  estate  sale  prices ; 
publication  of  real  estate  assessments;  and,  perhaps,  the  condi- 
tioning of  all  state  grants-in-aid  on  local  assessments  being 
made  at  the  legal  rate  of  value. 
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EQUALIZING  ASSESSMENTS  AMONG  DISTRICTS 

The  second  method  of  securing  a reasonably  reliable  total 
assessment  among  tax  districts  is  by  equalizing  the  assessments 
among  districts.  Equalizations  of  total  real  property  assessments 
among  tax  districts  are  commonly  made  by  comparing  the  true 
values  of  property  with  assessed  valuations  for  the  same  prop- 
erty. The  assessment  ratio  thus  derived  may  be  applied  to  total 
assessments  to  secure  the  so  called  “true  total  assessed  valua- 
tion” for  the  district.  The  reliability  of  assessment  ratio  is 
dependent  on  the  size  and  representativeness  of  the  sample  of 
property,  on  the  accuracy  of  the  true  value  of  the  sample,  and 
the  uniformity  of  the  original  assessments. 

The  sales  method  is  the  most  used  method  of  securing  true 
values  of  the  sample  of  property  used  in  equalization  work. 

Experience  in  using  the  sales  method  shows  that  it  is  difficult 
to  secure  the  sale  prices  of  the  properties  sold,  to  isolate  sales 
which  are  uninfluenced  by  considerations  other  than  market 
value,  to  secure  sufficient  sales  from  each  class  of  property  so 
that  that  class  is  proportionately  represented  in  the  sales  sample, 
and  to  have  the  local  assessments  of  each  class  of  property  made 
at  substantially  the  same  rate  of  market  value.  Some  classes 
of  properties,  factories,  large  estates,  etc.,  are  seldom  sold  on 
an  open  market.  It  is  quite  common  to  find  the  claim  made 
that  certain  types  of  property  are  assessed  at  markedly  different 
rates  of  market  value  from  the  assessments  of  other  classes  of 
properties.  All  of  these  objections  must  be  overcome  before 
equalizations  made  by  the  sales  method  can  be  relied  on  with 
confidence  to  prevent  gross  inequalities  in  the  distribution  of 
state  school  funds. 

According  to  the  research  investigations  made  in  Wisconsin 
on  the  problem  of  equalizing  assessments,  it  appears  that  reliable 
equalizations  can  be  made  by  the  use  of  the  following  described 
technique  for  securing  a reliable  ratio  of  the  assessed  to  full 
value  of  the  property  in  each  district;  classification  of  all  types 
of  property  into  classes  for  original  assessment  purposes,  state 
supervision  of  the  work  of  local  assessors  in  order  that  the 
assessments  may  be  reasonably  uniform  in  each  class,  and, 
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where  sales  data  do  not  form  a sample  of  adequate  size,  to  sup- 
plement the  sales  data  sample  with  valuations  of  sufficient  prop- 
erty in  each  class  to  comprise  at  least  a 10  per  cent  sample  of 
each  class  of  property  in  the  district. 

Wisconsin  has  developed  a system  of  supervision  of  original 
assessments  and  equalization  of  assessments  among  districts 
which  is  apparently  effective.  The  more  significant  features 
of  the  Wisconsin  system  are : supervision  for  local  assessors, 
provision  of  suitable  records  and  other  office  helps,  careful 
fielding  of  available  sales  data,  and  the  collection  of  additional 
data  on  property  values  to  supplement  the  sales  data  sample  of 
property  values.  The  weak  points  are  the  small  assessment  dis- 
tricts and  the  employment  of  elected  and  untrained  assessors. 

SOME  EQUALIZATION  MEASURES  FOR  USE  UNDER 
CERTAIN  CONDITIONS 

No  equalizations  of  assessments  among  districts  are  made,  as 
a rule,  in  states  which  levy  no  state  property  taxes.  If  the  total 
property  assessments  are  to  be  used  as  the  base  for  the  distri- 
bution of  state  school  support  funds  in  these  states,  it  will  be 
necessary  to  make  special  investigations  of  the  local  assessments 
and  to  estimate  the  amounts  of  equalization  needed  among  dis- 
tricts. The  estimated  true  assessments  may  then  be  used  as 
the  base  for  the  distribution  of  state  school  support  funds.  The 
sales  method  is  the  method  most  used  in  making  such  investi- 
gations. In  some  cases,  valuation  of  property  not  sold  are  ob- 
tained in  various  ways  to  supplement  the  sales  data  sample  of 
property.  Measures  of  ability  such  as  index  of  economic  ability 
based  on  the  combination  of  assessed  property  valuations  and 
taxable  incomes,  total  taxes  levied,  and  the  relationship  between 
population  and  wealth  may  perhaps  be  used  in  checking  on  the 
reliability  of  local  assessments  although  they  do  not  appear  to 
be  so  used  at  the  present  time. 

The  extent  and  the  reliability  of  the  results  obtained  by 
general  investigation  methods  are  limited  by  the  amount  of 
funds,  the  time,  the  data,  and  the  administrative  machinery 
available  for  use.  It  is  a better  policy  to  endeavor  to  improve 
original  assessments  than  to  spend  much  money  in  attempts  to 


Summary  and  Conclusions 


143 


check  on  the  local  assessments.  Usually  the  investigations 
must  be  severely  limited.  The  general  investigation  method  of 
determining  the  true  total  assessment  valuations  has  little  to  rec- 
ommend either  it  or  the  results  likely  to  be  obtained. 

Apparently  it  is  possible,  by  using  the  sales  method  and  other 
inexpensive  procedures,  to  detect  and  remedy  gross  inequalities 
in  assessments  among  counties  when  it  is  not  possible  to  do  the 
same  for  thousands  of  small  districts.  Therefore,  it  may  be  sug- 
gested that,  if  reliable  measures  of  ability  of  small  school 
districts  to  support  schools  can  not  be  obtained,  it  may  be 
advisable  for  the  state  to  apportion  school  funds  to  the  county 
and  to  make  the  county  government  responsible  for  their  appor- 
tionment to  the  school  districts.  The  county  government  may 
be  better  able  to  estimate  the  ability  of  its  school  district  than  is 
the  state.  To  protect  the  district  from  errors  on  the  part  of  the 
county  government,  the  district  should  have  the  right  of  appeal 
for  redress  to  the  state  tax  commission  and  to  the  courts. 


SOME  MEASURES,  OTHER  THAN  PROPERTY  ASSESS- 
MENTS, OF  THE  ABILITY  OF  SCHOOL  DIS- 
TRICTS TO  SUPPORT  SCHOOLS 

POPULATION 

Davenport  found  that  there  is  a close  relationship  between 
population  and  cost  of  government,  value  of  real  property,  and 
taxable  income  in  New  York  State.  Davenport  used  the  county 
and  municipalities  having  population  of  2500  or  more  as  the 
units  of  his  investigation.  He  used  data  for  New  York  State 
only.  The  county  is  not  the  school  district  in  New  York.  Even 
though  there  is  a high  correlation  between  population  and  the 
value  of  real  property,  and  the  amount  of  taxable  income  for  the 
state  as  a whole,  it  does  not  follow  that  these  factors  were  as 
closely  correlated  in  each  county.  Districts  smaller  than  counties 
probably  would  vary  more  than  the  counties  vary  from  the  state 
averages.  Population  might  be  an  unjust  measure  to  use  for 
such  districts.  Population  as  a measure  of  ability  of  districts 
to  support  schools  deserves  more  study. 
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INDEX  OF  ECONOMIC  RESOURCE  MEASURE 

Strayer  and  Haig  suggest  the  use  of  an  index  measure  for 
the  ability  of  school  districts  to  support  schools  based  on  taxable 
income  and  full  value  real  estate  and  assessments.  They  believe 
this  to  be  a more  valid  measure  of  economic  power  than  either 
taxable  income  or  real  property  assessments.  Morriosn  recom- 
monded  a somewhat  similar  measure  for  North  Carolina.  In 
both  cases,  the  county  was  the  unit  considered  whereas  the  city, 
town,  or  district  are  the  school  districts  in  many  states.  More 
study  of  this  measure  is  needed  before  a definite  conclusion 
concerning  its  value  and  usability  should  be  drawn.  Appar- 
ently, the  index  of  economic  resource  measure  has  many  prom- 
ising possibilities. 

AVERAGE  TAX  RECEIPT  MEASURE 

Connecticut  uses  the  average  tax  receipt  measure  as  the  base 
for  distributing  part  of  the  state  school  funds.  Total  tax  re- 
ceipts can  scarcely  be  counted  as  a definite  measure  of  the 
economic  ability  of  a district  to  support  schools.  The  theory 
of  this  measure  is  that  as  population  and  wealth  increase,  the 
activities  engaged  in  by  the  government  also  increase.  Much 
more  knowledge,  than  is  now  available,  concerning  this  rela- 
tionship, is  needed  in  order  to  evaluate  the  usability  of  total  tax 
receipts  as  a base  for  distributing  state  school  funds.  Appar- 
ently, the  reason  for  using  the  average  receipt  measure  as  the 
base  for  distributing  state  school  funds  was  one  of  expediency. 
Commissioner  Blodgett  held  that  the  grand  lists  were  grossly  un- 
equitable, and  that  total  tax  receipts  was  a better  measure  to 
use.  Total  tax  receipts  can  not  be  manipulated  by  the  local 
community  so  readily  as  assessments,  for  government  costs  are 
fairly  constant  from  one  year  to  the  next.  Connecticut  and 
Rhode  Island  both  use  the  total  average  tax  receipts  of  the 
towns  as  the  tax  base  for  the  direct  state  tax.  This  fact  adds 
prestige,  at  least,  to  the  use  of  the  average  tax  receipt  measure. 
Total  tax  receipts  can  not  be  accepted  as  an  adequate  measure 
of  the  ability  of  school  districts  to  support  schools. 

THE  RANK  OF  THE  MEASURES  CONSIDERED 

The  measure  of  the  ability  of  school  districts  to  support 
schools  which  should  be  used  will,  of  course,  be  deependent  on 
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the  public  finance  plan,  administrative  machinery,  and  adminis- 
tration of  the  tax  laws  within  the  state.  From  the  standpoint 
of  the  ideal,  the  various  measures  may  be  rated  in  the  follow- 
ing order:  index  of  economic  resources,  as  based  on  a combina- 
tion of  reasonably  satisfactory  property  and  income  tax  assess- 
ments ; reasonably  satisfactory  original  total  property  assess- 
ments, with  the  property  tax  limited  to  those  forms  of  property 
which  can  be  reached  adequately  by  the  property  tax ; sub- 
stantially equalized  total  property  assessments  among  districts 
for  state  tax  purposes ; reasonably  fair  estimated  equalizations 
of  total  property  assessments  among  districts ; population ; and 
total  tax  receipts.  The  latter  two  measures  can  scarcely  be 
rated  as  definite  measures  of  economic  ability  in  the  light  of 
the  present  available  data.  The  results  obtained  through  the 
use  of  any  of  these  measures  will  be  largely  dependent  on  the 
industry,  resourcefulness,  honesty,  and  efficiency  of  the  of- 
ficials charged  with  administering  the  tax  laws  of  the  state  and 
of  the  officials  charged  with  administering  the  state  school 
finances. 
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